6a. NORTHEAST REGION

The Northeast Marketing Area

The recomrended consol i dated Northeast order differs
significantly fromother consolidated orders. |n addition to
merging three existing Federal mlk orders, the Northeast order
also calls for expansion in the northern region of New York state,
and all currently unregul ated areas of the New Engl and states
(except Maine).

While the current New England (Order 1) and Mddle Atlantic
(Order 4) orders have simlar provisions for adjusting producer
blend prices in a manner identical to plant price adjustnments for
| ocation, the current New York-New Jersey (Order 2) order enploys
a “farmpoint” pricing nethod. This decision adopts a pl ant-point
pricing nethodology in the consolidated Northeast order. This
method is used in every other current narketing area and in every
consol idated nmarketing area. This represents a considerable
change in howmlk will be priced for those handl ers and producers
whose nmilk currently is priced under the provisions of the New
Yor k- New Jer sey order

In addition to the different pricing provisions of the three
existing orders, other inportant differences and rel ated
provi sions need to be addressed in the Northeast regi onal order
that will acconplish the goals of the AMMA. These include what is
commonly referred to in the New York-New Jersey order as the “pass
t hrough” provision; the need for providing marketw de service
paynments in the form of cooperative service paynents and bal anci ng
paynments that currently exist in the New York-New Jersey order and
do not exist in either the current New England or Mddle Atlantic
orders. Additionally, the three current northeast orders al so

provi de for seasonal adjustnents to the ass Il and Il A price.
It is fair to observe that the current order nost affected by
the consolidation is the New York-New Jersey order. |In addition

to the differences already described, certain ternms and provisions
of the Northeast order are also different in how they are
descri bed and presented but are neverthel ess consistent with
exi sting provisions that acconplish the goals of the AMAA.  This
is less of an issue for those entities that are accustonmed to the
term nol ogy of provisions used in the New Engl and and M ddl e
Atlantic orders. The followi ng presents a discussion of the
recomended order provisions and i ssues that are unique to the
consol i dated Nort heast order
Plant

The plant definition for the consolidated Northeast order
should differ fromthat of the other consolidated orders by
allowi ng stationary storage tanks to be used as rel oad points.
This exception to the plant definition is warranted for the



consol i dated Northeast order due to certain unique conditions that
affect the ability of handlers and haulers to assenble mlk in an
efficient manner and subsequently transport it to a plant that
actually processes mlk into finished dairy products, including
fluid mlk products. This exception would not consider the rel oad
point or facility as a point fromwhich to price producer mlKk.
Rat her, m |k once assenbl ed woul d be shi pped to a processing pl ant
where it woul d be priced.

A portion of the Northeast mlk supply is derived from sone
200 small dairy farnms located in Maine. Because nmuch of this
state is serviced by secondary and rural w nding roads, the
current New Engl and order has provided for reload points as a
wor kabl e solution to the inherent hauling difficulties in
transporting relatively small loads of mlk fromthe countryside
to reload points and facilities with stationary storage tanks that
do not serve as a pricing point. This should continue to be
provided for in the consolidated Northeast order. Not to provide
this acconmpdati on woul d adversely affect a substantial nunber of
smal | producers and the mlk haul ers that service them
Pool plant

The pool distributing and pool supply plant definitions of
t he consol i dated Northeast order use the standard order |anguage
format used in other orders, conbined with performance standards
that are adapted to narketing conditions in the Northeast.

The pool distributing plant definition specifies that a poo
di stributing plant nmust have 25 percent or nore of its total
physical receipts of fluid mlk distributed as route disposition
and that at |east 25 percent of route disposition be within the
marketing area. The 25 percent |evel of total receipts
distributed on routes is reasonably high enough to establish a
distributing plant’s association with the fluid mlk market. The
in-area route distribution performance standard | evel of 25
percent is adopted because it tends to mninize changing the
regul atory status of handlers fromtheir current regulatory status
by the Federal order programthat may result fromthe
consol idation of existing orders. The 25 percent in-area sales
standard is also a reasonabl e nmeasure for identifying a | evel at
which a distributing plant is sufficiently associated with the
mar ket i ng ar ea.

As al ready discussed, the consolidated Northeast order and
ot her nearby consolidated narketing orders do not call for
expansion to include certain currently unregul ated areas. This
i ncludes areas in the states of New York, Pennsylvania, Virginia,
and the entire state of Maine. Sone distributing plants in these
areas are not currently regulated, or are only partially regul ated
to the extent they have sonme Class | sales in regulated areas. A
25 percent in-area route distribution level will serve to ensure




or minimze any changes in their current regul atory status under
the Federal programthat result fromconsolidation of the three
northeast nmarketing areas into a single new order

Unit pooling, wherein two or nore plants operated by the sane
handl er located in the marketing area can qualify for pooling as a
unit by neeting the total and in-area route distribution
requirements of a pool distributing plant, is included in the
consol i dated Northeast order. Providing for unit pooling provides
a degree of regulatory flexibility for handlers by recognizing
speci al i zati on of plant operations.

Due primarily to positions offered by nany of the major
Nort heast dairy cooperatives and their recomendati ons on
appropriate pool supply plant performance requirenments, the
consol i dated Northeast order supply plant perfornmance requirenents
initially should be set to require that in the nonths of August
and Decenber, at least 10 percent of the total quantity of bulk
mlk that is received at a supply plant be shipped to distributing
plants. For the nonths of Septenber through Novenber, such
shi pnents by pool supply plants should be at | east 20 percent. To
the extent that a supply plant has nmet these performance
requi rements, no performance requirenment is recomended for the
nmont hs of January through July. However, a supply plant that has
not met these performance requirenments will need to neet a 10
percent performance requirenent in each of the nonths of January
through July in order to qualify as a pool supply plant.

This decision also provides for a system of supply plants for
t he consol i dated Northeast order. This provision allows two or
nore supply plants operated by the same handl er, or by one or nore
cooperative associations to be qualified for pool plant status by
nmeeting the shipping standards in the sane nanner as a single
supply plant subject to certain conditions. These conditions
include witten notification to the market adm nistrator of the
plants that will be included in the system how pool status of
plants will be affected if individual plants are renoved fromthe
system and provisions for adding plants to the system
Producer-handler

The producer-handl er definition for the consolidated
Nort heast order limts receipts to no nore than 150, 000 pounds of
fluid mlk products fromhandlers fully regul ated under any
Federal order. While the proposed rule addressed significant
limtations on producer-handlers with respect to how it
distributes their mlk, this decision renpves such |limtations.
The intent of providing an appropriate producer-handl er definition
was to cause no change in the regulatory status of any known
producer-handl er currently in operation in the Northeast order
regi on. However, the three orders being consolidated have
significant differences in the extent of control a producer-



handl er nust retain over its distribution practices. The current
M ddle Atlantic region does not limt the distribution facilities
that may be used by a producer-handler. Thus, any lintation with
respect to distribution could either cause a current producer-
handl er to | oose such status, or may cause the need for a
producer-handler to nodify its business practices. Therefore, the
producer-handl er definition adopted herein renoves any
restrictions on how it distributes its products.

Al so renoved fromthe producer-handl er definition is the
provi sion that a producer-handl er woul d not include any producer
who al so operates a distributing plant if it is requested that
their dairy farmand plant be operated as separate entities.
Rermovi ng this conponent of the producer-handler definition tends
to strengthen the principle that producer-handlers rely primarily
on their own farm production to bear the burden of bal ancing their
fluid sales and to find outlets for their surplus production
Producer

The producer definition of the consolidated Northeast order
defines and describes those dairy farners who are properly
associated with the Northeast marketing area and who will share in
the benefits that accrue fromthe nmarketw de pooling of mlk under
t he order.

The producer definition establishes seasonal limtations for
determining if a dairy farner is considered to be a producer under
the order. Basically, the order prohibits a dairy farmer from
bei ng a producer under the order during the flush production
period if the dairy farmer did not supply the market during the
nont hs of relatively short production when nilk supplies are
needed nost to neet fluid demands. Accordingly, the producer
definition does not include dairy farners whose nilk during any
nont h of Decenber through June is received at a pool plant or by a
cooperative association handler if the operator of the pool plant
or the cooperative association caused the mlk fromsuch
producer’s farmto be delivered to any plant as other than
producer mlk as defined in the producer m |k provision of the
Nort heast order, or any other Federal mlk order during the sane
nmonth, in either of the two precedi ng nonths, or during any of the
nmont hs of July through Novenber

Simlarly, a dairy farmer woul d not be considered a producer
under the order for any nonth of July through Novenber if any mlk
of the dairy farmer is received at a pool plant or by a
cooperative association handler if the pool plant operator or the
cooperative association caused the dairy farmer’s mlk to be
delivered to any plant as other than producer mlk, as defined in
this proposed order, or in any other Federal m |k order during the
sane nonth
Producer milk



The producer mlk definition of the consolidated Northeast
order follows the general structure and format of other
consolidated orders. It differs fromother consolidated orders in
that it requires cooperative handlers to organi ze reports of
producer receipts that originate outside of the states included in
the marketing area, or the states of Maine or Wst Virginia, into
reporting units with each unit separately reporting receipts.

No diversion limts are established as they are in other
consol i dated orders. However, diversions are limted in
functional ternms. The nmaxi mum quantity of mlk that a supply
pl ant would be able to divert and still maintain pool plant status
woul d be 100 percent minus the applicable shipping standard. This
shoul d provide for a maxi mum anmount of flexibility in marketing
mlk in the nost efficient manner to balance fluid mlk needs.
Component Pricing

The consol i dated Nort heast order will enploy a conponent
pricing plan in the classified pricing of mlk under the order as
previously discussed in the BFP section of this decision. This is
consi stent with positions taken and proposals of fered by major
cooperative groups in the Northeast who supply a | arge percentage
of the mlk needs of the market. However, on the basis of public
comments, the consolidated Northeast order will not contain a
somati c-cell adjustor.

In response to the proposed rule, one najor association
representing primarily mlk processors and dairy product
manuf acturers in New York expressed opposition to enploying a
mul tiple conponent pricing plan in the Northeast order. Their
objection to its adoption is that it will be burdensone for
handl ers. This was expressed primarily as burdens associated with
changing fromfarmpoint pricing to plant-point pricing of mlk
and changes that handlers would need to nake for producer pay-rol
purposes and in the accounting software that they contend woul d
entail considerable cost outlays. Al so expressed in opposition to
its adoption was that multiple conmponent pricing does not favor
fluid mlk handlers, that it is designed primarily for high-solids
producers and manufacturers, that it may result in nmanufacturers
having to pay premunms to attract high-solids nmilk, and that it
rewards sone producers while reducing pay prices to others.

These objections are unpersuasive. Miltiple conponent
pricing is a nethod for determ ning, anong other things, how
producer mlk will be priced under the order on a basis beyond
just skimmlk and butterfat. Conponents of mlk have val ues that
are recogni zed by the marketplace and producers have expressed the
desire for having their pay prices adjusted according to such
val ues. Nevertheless, it does not affect the total per
hundr edwei ght value of mlk. Additionally, multiple conmponent
pricing does not either favor or disfavor fluid mlk handlers as



the nmultiple conponent pricing plan adopted for the Northeast
order will continue to price ass | mlk on the basis of skim
mlk and butterfat.

It should be noted that there are many nultipl e conponent
pricing plans operated by many handlers in the northeast region
The exi stence of such plans provides evidence that it is
appropriate and reasonable to forrmalize a nmultiple conponent
pricing plan for the consolidated Northeast marketing order
especially when there is strong support for it by producers. To
the extent that there are so many simlar plans, it should not be
particul arly burdensone for a one-tinme change by handlers in their
accounting systens for determ ning producer payroll.

Farm-point vs. plant point pricing

At issue in nmerging the three northeast marketing areas is
the use of two distinct pricing methods for mlk. The Mddle
Atlantic and New Engl and narketing areas enploy a system of plant-
point pricing. This pricing nethod is also enployed in every
other marketing area in the Federal order system Only the New
Yor k- New Jersey marketing area uses what is called “farmpoint”
pricing. This decision adopts plant-point pricing as the pricing
nmet hod for the consolidated Northeast order

Plant-point pricing of mlk that is pool ed under an order
prices mlk f.o.b. the plant of first receipt. The cost of
hauling fromthe farmto the plant is the responsibility of the
producer. Wen the receiving handler is also the hauler, orders
permt the handlers in maki ng paynments to each producer to deduct
haul ing costs up to the full amount authorized in witing by the
pr oducer.

As originally enployed in the New Yor k- New Jersey order
(Order 2), farmpoint pricing establishes the price for mlk by
the zone (distance from market conputed fromthe nearer of the
basi ng points) of the township in which a producer’s mlkhouse is
located. Wile terned “farmpoint,” farns are grouped by their
townshi p | ocati on because this is the nearest practicable proxy
for actual farmlocation. |In functional terns, when a handl er
picks up milk at a producer’s farm the handler takes title of the
mlk at the tinme and point of pickup. Accordingly, there were no
adjustnments in paynents to producers to cover any part of the cost
of pickup or hauling in noving mlk to the handler’s plant. Farm
point pricing fundanentally shifts the cost of transporting nmilk
fromthe producer to the handler. Farmpoint pricing has been in
effect in Oder 2 since 1961. Wile the fundanmental concept of
farm point pricing has been retained with respect to its overal
structure of mileage zones, other order provisions were adopted
subsequent to its establishment and nodified over tinme so that
farmpoint pricing could remain viable while allowi ng handlers to
charge sonme of the cost of hauling producers’ mlk to the plant of



first receipt.

In the decision that established farmpoint pricing (25 FR
8610, Sept. 7, 1960), prevailing marketing conditions served to
warrant this type of pricing system At that time, the energence
of bulk-tank m |k began to take on a degree of prom nence in the
mlk supply of Order 2. Prior to the adoption of farm point
pricing (1959), about 8 percent of the producers had bul k tanks,
accounting for at |east 14 percent of the volunme of mlk
associated with the market. About 92 percent of producers
delivered their mlk at their own expense directly to plants in 40
guart cans. Most of the milk can-delivered was fromfarns within
a radius of not nore than 15 niles fromthe plant. The nilk of
producers who had converted to bul k tanks, in sone instances, was
haul ed nore than 200 mles fromfarmto city plants, but the
majority of bulk tank m |k was nmoved nuch shorter distances to
country receiving plants. The decision cited that in Cctober,
1959, milk was received from49, 719 producers at 691 plants.

When milk was delivered in cans to a handler’s plant, the
pl ant was the | ocation at which m |k was wei ghed, sanpled for
butterfat and quality, and where cans were washed. It was at the
plant that mlk was accepted or rejected. It was the place where
m | k was cool ed and co-mingled with other individual producer’s
mlk. Mre inportantly, it was the place where control of the
m | k passed from producer to the plant operator or fromwhich the
ml k was noved by the plant to other plants for fluid or
manuf acturing uses. Mnimumprices required by the order to be
pai d by handl ers were adjusted for the location of the plant at
which mlk was received fromdairy farners

Bul k tank milk brought a set of new factors. Wen mlk was
transferred froma producer’s bulk tank to the haul er, the point
of transfer was al so the point where several functions are
performed. MIKk in a producer’s bul k tank has al ready been
cool ed, and therefore is not subject to the early delivery
deadl i nes. The weight of nmilk was deternmi ned at the bul k tank
and sanples were taken for butterfat and quality. It was also
here that the individual producer’s mlk was rejected or accepted
and lost its identity by being co-mngled with other mlKk.

Nurrer ous probl ens arose in regulating the handling of bulk
tank mlk in an order where pooling depended upon direct delivery
fromthe farmto a pool plant and under which mninumclass prices
and the uniformprices to be paid to producers was reflective of
the location of the plant where delivery was nade:

1. Administrative problens associated with bul k tank
handl i ng arose, particularly where and when mlk was regarded to
have been received. Bulk tank mlk provided the opportunity to
deliver mlk to different plants, sonme pool and sone nonpool
Where a given tank load of mlk was unloaded if it went to two or



nore plants of the sane or different handlers on the sanme day was
difficult to determ ne.

2. The incentive arose (because of the adm nistrative
difficulty of determ ning when and where mlk was received) for
handl ers to behave in a way that would result in the maxi num
exclusion of mlk fromthe pool for fluid use outside the
mar ket i ng ar ea.

3. The incentive arose for the maxi muminclusion in the poo
of mlk in fluid and manufacturing uses.

4. The incentive and opportunity arose for handlers to
sel ect one of several plants for receipt of bulk tank mlk, with
or wi thout manipul ation of hauling charges. This distorted and
i mpi nged upon the effectiveness of the mninum price provisions of
the order, especially in the case of relatively | ong hauls of bul k
tank ml k.

The 1961 decision that established farm point pricing
provi ded ei ght scenarios that denonstrated how handl ers behaved so
as to mininmze their pricing obligations to producers. Mst of
the scenarios arose fromthe inability to determ ne when mlk was
received at a plant. 1In order to mtigate such circunstances,
several things were done. Forenost was the establishnent of farm
point pricing on the basis of bulk tank units and the designation
of each bulk tank unit as either a pool or nonpool unit and
defining the circunstances under whi ch such designations could be
changed.

The pricing of mlk at the farmelimnated the incentive for
handlers to attenpt to make it appear that the plant of receipt
was ot her than the plant where mlk is actually received and
handled. It was made crystal clear that delivery and receipt of
bulk mlk takes place at the farm Once acquired by the handl er
the plant or plants to which the mlk may be delivered depended on
deci sion of the handl er, not the producer. Under these
ci rcunst ances, where the mlk was actually used was not a factor
to be reflected in the m ni mum producer price. The operator of
the bulk tank unit was defined as the handler and the point of
receipt of mlk. This entity was responsible for establishing the
unit, and it held the responsibility for reporting, accounting,
pool i ng and payi ng producers. Additionally, the decision
concl uded that the price at which the farmbulk tank is accounted
for to the pool should be the mnimum class price adjusted for
|l ocation of the farm and that payments by handlers directly to
producers be adjusted to reflect all location differentials based
on where farnms are | ocated and where bulk tank mlk was received.

A proposal that would have allowed a tank truck service
charge authorized by the producer but not in excess of 20 cents
per hundredwei ght (cwt.), and establish that paynments to
cooperatives which serve as handl ers operating a bulk tank unit



should be at the price reflecting transportation and (the then
existing) direct delivery differential applicable at the handler’s
plant where mlk is delivered by the cooperative was not

i ncorporated into the order. At that tine, it was found that

pl ant haul i ng charges averaged nearly 20 cents per cw. This was
offered as rationale for a negotiable 20 cent per cwt. charge by
handl ers for hauling. Argunents not withstanding, the underlying
concepts enbodied in farm point pricing caused the Departnment to
not allow for any hauling deduction by handl ers.

Shortly after the inplenentation of farm point pricing, the
need to amend the order to keep farmpoint pricing viable arose.
The first occurrence was in 1963. |In the 1963 decision (28 FR
11956, Cct. 31, 1963), it was noted that there had been
significant changes in nmarketing conditions that arose from
establishing farmpoint pricing in 1961. These included the
reduction in premuns to bul k tank producers in general; the
reluctance of proprietary handlers to receive bulk tank mlk from
i ndi vi dual producers because of the hauling costs they would
incur; the differences in pricing can and bulk tank mlk; and a
slowdown in the trend of conversion fromcan nmlk to bulk tank
ml k. The 1963 decision, in acknow edgnment of changi ng marketi ng
conditions, incorporated an authorized 10-cent per cwt. charge for
haul i ng under the Order, provided that producers authorized this
maxi mum | evel in witing.

In the 1963 decision, the Secretary found that allowing for a
limted authorized service charge for hauling bulk tank mlk at a
maxi mumrate of 10 cents per cwt. was sufficient. This was
| argely based on the fact that handlers were not then charging for
bul k tank pickup and haul i ng, but rather were paying prem unms for
bulk tank mlk. Additionally, can-nilk direct delivered by
producers to plants was still very nuch the norm \While bul k tank
mlk was growing, it had not yet accounted for a majority of mlk
pool ed on the order.

This decision raised, for the first time with respect to
farm point pricing, the maintenance of orderly conditions and
uniformpricing to handlers on all mlk priced and pool ed under
the order. Because bulk tank mlk is priced by township zone,
(the best proxy for a farmis location) all farns in any particul ar
townshi p have the sane val ue assigned to their nmlk. However, the
decision found it necessary to reflect appropriate uniformpricing
of bulk tank m |k because it has differing val ues dependent on the
accessibility and relative |l ocation of individual farns within the
township. Wth this finding, it was deternined that
responsibility for hauling to the township pricing point should be
borne by the producer with appropriate safeguards to protect the
producer. Therefore, a naxi mum negoti abl e hauling charge from
handl ers of 10 cents per cwt. was brought under the order



By 1970, marketing conditions in the New York-New Jersey
mar ket had changed to the point where handl ers were authorized to
receive a full 10-cent hauling credit for each cwt. of bulk tank
m | k which was disposed of for manufacturing uses. Additionally,

t he negoti able 10-cent hauling charge to producers for a handler’s
cost offset established by the 1963 deci sion was retained.

However, the 10-cent negotiable limt was linmted to manufacturing
mlk. Can-mlk at this time represented about 25 percent of the
total amount of milk pooled in Oder 2, with the bal ance being
bul k tank m I k.

Proponents supporting this change to the order clainmed, and
the decision affirmed, that the manufacturing price for mlk in
Order 2 was not properly aligned with manufacturing class prices
in adjacent Federal orders. In this decision (35 FR 15927, Cct.

9, 1970) the Secretary found that to the extent that Order 2

handl ers had borne the transportation costs associated with the

pi ckup and noverent of bulk tank m |k used in manufacturing from
the farmto the plant, Order 2 handler costs exceeded the price
whi ch handlers in adjacent order narkets were required to pay for
mlk used in manufacturing. By adopting this transportation
credit for handlers, there was no need to adopt other proposals
that woul d have | owered the manufacturing price for mlk under the
ot her northeastern orders or lower the Class | price for mlk in
Order 2 as had been proposed.

By 1977, sone 16 years after the adoption of farm point
pricing, marketing conditions had changed again and the issue of
providing for nore equitable conpetition among handl ers both
within the Order 2 nmarket and between other orders took on primary
i mportance. By this time, can-mlk was about 3 percent of the
market, with the bal ance represented by bulk tank mlk, the near
i nverse of the marketing conditions prevailing in 1961. The
transportation credit that had been established for handlers in
the 1970 decision for manufacturing mlk was now extended to all
mlk received by handlers. The transportation credit was
increased to 15 cents per cwt., plus an additional 15-cent maxi mum
negoti able credit above the “automatic” 15 cents because tota
average transportation costs were found to be about 30 cents per
cw. For reasons nearly identical to the 1963 and 1970 deci si ons,
“formalizing” the negotiable hauling charge was not adopted
because of needed flexibility in accounting for m |k novenents
fromthe farmto the township pricing point (42 FR 41582, Aug. 17,
1977). In that decision the Secretary also raised the direct
delivery differential fromb5 cents to 15 cents per cw. in the 1-
70 mile zone for can-nmilk delivered by farners to plants within
this zone, and changed the transportation adjustnment rate from1l.2
cents per cw. for each 10 mles to 1.5 cents per cwt. for each
10-m | e zone beyond the 201-210 zone, and 1.8 cents per cwt. for



each 10-mile zone within the 201-210 nile zone.

Cooperatives were of the strong opinion that the cost of mlk
assenbly and transportation are the marketing costs of the handl er
and not producers. However, they also indicated that changes were
warranted in the order because of the failure of neighboring
mar kets to adopt farmpoint pricing.

Conpar ati ve exanpl es of handler price inequities with respect
to their cost of mlk was anply denonstrated for both intra and
inter market situations. Wth respect to inappropriate price
al i gnment between orders, the conpetitive relationshi ps between
Oder 2 and Order 4 were closely examned. On intra-order
nmovermrents of mlk, it was shown that dass | handlers in New York
City had a significantly | ower procurenment cost for direct-ship
over bulk tank m |k because bulk tank mlk from*“distant” supply
pl ants had hi gher transfer and over-the-road hauling costs.

Supply plant milk at the city represented about 80 percent of nilk
receipts at city plants. The inter-market situation denpnstrated
that handl ers in Philadel phia accounted for mlk at prices |ower
than New York handlers. Oder 4 handlers were in a position to
establish lower resale prices for fluid mlk than their
conpetitors in the New York market because the burden of increased
hauling costs fell largely on Order 2 handlers. As in 1970, other
proposals were denied in light of adopting the 15-cent hauling
credit for handlers. These other proposals included | owering
Cass | and the manufacturing price for mlk in the order by 15
cents per cw.

By 1981, bulk tank m Ik accounted for nearly the entire mlk
supply pooled on Order 2 -- about 99.6 percent. As the result of
a hearing held in June 1980, in the final decision (FR 46 33008,
June 25, 1981) the Secretary agai n anended the transportation
credit provisions of the order. The 15 cents per cwt credit for
handl ers was retai ned; however, the 15-cent negoti abl e
transportation service charge was nodified to allow handlers to
negotiate with producers for any farmto-first plant hauling cost
in excess of the 15-cent transportation credit, plus “the anount
that the class use value of the mlk at the location of the plant
of first receipt was in excess of its class use value at the
| ocation where milk was received in the bul k tank unit from which
the mlk was transferred.” According to the 1981 decision, this
amendnment woul d adj ust hauling allowances for handlers to nore
closely relate the location value of mlk to the costs incurred in
transporting mlk fromfarns and country plants to distributing
plants in the major consunption areas of the market. Additionally,
the decision indicated that this change was necessary to reflect
current marketing conditions and permt a nore equitable
conpetitive situation for regulated handlers, both on an intra
mar ket and inter market basis. The decision also applied a 15-



cent direct delivery differential for bulk tank milk received at
plants within 70 mles of New York City on the basis that a direct
delivery differential is applicable to mlk received in cans at a
plant in the 1-70 mle zone.

In the 1981 decision, the Secretary found that the majority
of mlk noved to distributing plants in 1979 fromthe 1-70 nile
zone noved directly fromfarms. This accounted for about 58
percent of the milk in this zone with 48 percent being rel oaded.
Moreover, the decision found that Order 2 plants located in
northern New Jersey received direct shipped mlk as did handlers
located in Oder 4. Thus, inter market price alignnent needed to
be structured primarily on the basis of handl ers obtaining direct
shi pped m | k.

A federation of cooperative associations representing Order 4
producers proposed that Order 2 be anmended to return to plant-
point pricing, with the direct delivery differential being reduced
to 10 cents per cwt, and that the Class | differential at the base
zone of Order 2 be increased fromthe $2.25 level then in effect,
to $2.40. This federation of cooperatives believed that this
“package” of order nodifications would provide for proper price
al i gnment between Order 2 and Order 4. Wile the decision did
apply different transportation rates at a rate of 1.8 cents per
cwt. outside the base zone of the Order (201-210) and a rate of
2.2 cents per cwt. inside the base zone, it did not provide for a
return to plant-point pricing.

Wil e the decision did not adopt plant point pricing, the
dec