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Thieves Target Milk Checks

Dairy farmers have suddenly entered a cash-price
squeeze that’s going to be brutal. Dairy commodity
prices will pull down farm milk prices by several dol-
lars per cwt. (compared to 2005) for perhaps the first
half of this year.  Farm production costs—propelled by
energy-related bills—are zooming.

So what do the illustrious dairy co-ops propose?
Make farmers pay for higher off-farm energy costs
in transportation and manufacturing plants! What ever
happened to the discipline of getting costs out of the
market place?

For months, we have warned that it is absolutely
wrong to expect dairy farmers to absorb higher costs
for energy that occur in dairy’s marketing chain, be-
yond the farm.  Yet what do we see?  Absolutely gut-
less dairy co-ops pursuing agenda that expect dairy
farmers’ revenue to cover higher farm-to-plant milk
transportation costs … AND … further subsidize
cheese and butter-powder plants’ higher energy costs.

Such weakness in the market place, and gutless
behavior by dairy co-op leaders, is going to kill dairy
farmers.  Mind you:  the U.S. for the past decade has
been a deficit milk-producing nation.  There has been
no “surplus” for the past decade—only massive im-
ports that confuse the domestic supply/demand pic-
ture.

“Agri-Vated” Vermont farmer’s example!

Let me give you an example of how absurd this
recent barrage of “charge the farmer” foolishness is
getting.  Let’s use our favorite fictitious Vermont
farmer, Mr. Bass Ackwards, who milks 60 Holsteins
somewhere near West Wardsboro, Vermont.  (Bass
Ackwards ships to the regional co-op, which he calls
“Agri-Vate.”  (“Agri-Vate” bears unfortunate resem-
blance to Agri-Mark.) Here’s a summary of assess-
ments from his milk check that Bass Ackwards faces,
if “Agri-Vate” gets its way:

-$.30/cwt.  Agri-Mark reblends, as of 1/06
-$.51/cwt. Agri-Mark’s proposed deducts for plant
“make-allowances”
-$.32/cwt.  Proposed  Class I hauling credits that Agri-
Mark supports
-$.03/cwt.  “Milk Tax” proposed by G. W. Bush
 -$1.16/cwt.

These plus usual deducts may be absorbed by
Mr. Ackwards, in addition to his coping with a de-
cline of perhaps $4/cwt. in milk prices in the first
half of 2006.  “Agri-Vate” charges Bass Ackwards
co-op dues and hauling.  Mr. Ackwards’ milk check
is dunned to pay a $.15/cwt. national dairy promo-
tion fee.  (He notes we’re looking at farm milk prices
that will probably be LOWER than in 1983-84, when
the federal milk promotion check-off was created to
raise dairy farmers’ prices.  “That ain’t what we call
progress in Vermont,” said Ackwards.)

And “Agri-Vate” pays five cents/cwt. out of
Bass Ackwards’ milk income to kill dairy cows
through National Milk Producers’ CWT program.

(“An’ don’t forgit … ‘Agri-Vate’ has my equity
of $1.50/cwt. on a year’s milk production.  That’s a
bundle of dough,” Mr. Ackwards laments.)

With co-op dues, existing milk hauling and
“stop” charges, CWT, dairy promotion, “Agri-Vate”
reblends, “emergency” proposals to dun more money
out of Ackwards’ milk check for hauling and manu-
facturing plants, PLUS G.W. Bush’s “milk tax,” Bass
Ackwards estimates that by later in 2006, he’ll see
deducts and “squeezins’ out of his milk check total-
ing over $2.00/cwt., when all deducts are added in.

Any resemblance between these characteriza-
tions and actual persons and/or events is purely la-
mentable. There is no Vermont dairy farmer named
“Bass Ackwards.” But there are a lot of Bass
Ackwards dairy co-op leaders.

Can’t any dairy leaders or dairy policy makers
see that all value in this industry starts with the dairy
farmer? Bleeding the farmers’ milk checks dry—in
these times of plunging farm milk prices and dra-
matically escalating energy costs on the farm—will
kill the most important creature in our industry, the
dairy producer.  Lose too many dairy farmers and
we’ll all be scratching our heads, puzzling over fu-
ture employment options.

A wise parasite does not kill the host…

The huge tent that shrouds the circus known as
“dairy marketing and pricing” has many, many leaks
that need tending.  We’ve allowed a number of harm-
ful practices to continue for a long time.  Some pric-
ing inequities are long-term and serious, while oth-
ers are smaller degrees of larceny.

But the sum total of many combined issues and
practices leads to the inevitable financial instability
of our productive U.S. dairy industry.  Here is my list
of items that need honest solutions, along with a few
comments for each.

Honest Cheese Pricing:

Cheese is the logical basis for our U.S. dairy
industry.  Cheese manufacture absorbs virtually half
of all U.S. farm milk.  From a demand picture, cheese
is a growing, high-profit sector.  I estimate that as
much (or more) net value is derived from processing
100-lbs. of farm milk into cheese (when adding whey
values), in comparison to processing milk into Class
I (and crediting the processor with a couple pounds
of milk fat skimmed for other uses).

Therefore, use of the crooked, manipulated
Chicago Mercantile Exchange as the fundamental
cash market basis for cheese pricing is unacceptable.
Dairy direly needs an honest cash market to estab-
lish an estimated value for Cheddar.  However, the
manipulated, up-and-down cycles of CME beg the
integrity of the process.  The speculators, gamblers,
and manipulators reign at CME.

CME is not a “market” but a ruse.  One week—
late February/early March 2005—saw a rise of 12
cents per pound for block Cheddar on the first two
trading days.  But the next three days of that same
week, the block Cheddar price plunged 25 cents per
pound.  Such up-and-down cycles of CME Cheddar
pricing defy any definition of an honest market.

Promote honest competition, enforce

old-fashioned Antitrust precepts:

We don’t have “free markets” in dairy ... the
“big boys” control pricing events.  Look at the in-
dustry structure:  Dean Foods “owns” the fluid milk
business in several key U.S. markets, Leprino Foods
is the biggest “pizza cheese” purveyor (yuk!) ... and
setting an abysmal standard that Saputo Cheese is
trying to come under; Kraft Foods controls much of
the retail sector for natural and processed cheese use
(MPC forever!), and Dairy Farmers of America “con-
trols” a great amount of farm milk.  The “big boys”
have divided up the dairy industry--to the detriment
of dairy producers and consumers.  No I didn’t for-
get butter.  In butter, Land O’Lakes’ historic grip on
the commodity is slipping, as Grassland  Dairy of
Wisconsin is coming on fast.

The combined impact of all these different ele-
ments of our dairy industry under selective control is
to create an industry that is selectively “cartelized”
and has little honest competition.  Throw in the “big
boys’” ability to control cash market events at the
CME and we’ve got an industry that pays the pro-
ducers too little and charges the consumers unduly
high prices a retail and in the restaurant.

“Free” farm-to-plant hauling:

Once the milk is out of the bulk tank, let the
buyer pay for it. I realize that notion is not applicable
100% of the time, but as a general index of milk
marketing, let the buyer pay the freight.  Dairy farm-
ers pay the freight for everything that arrives at the
farm.  They deserve more aggressive marketing of
their product, so that the buyer pays the freight off
the farm.

Eliminate “Posilac” use:

If a dairy farmer needs Monsanto’s milk-stimulating
hormone in order to cash-flow, I suggest that farmer
get a job driving a “honey wagon.”  Posilac is harm-
ful to dairy cows and the image of milk.  If “Posilac”
were not used, we would have somewhat less total
milk output, healthier cows … and a dairy product
supply that’s not stigmatized by the presence of “ar-
tificial hormones”.  The Milkweed has some more
hammering on “Posilac” to do in the future.

One-producer/one-vote on dairy promotion:

The mandatory, federal dairy promotion assess-
ment was installed in spring 1984 without any dairy
producer vote … and there hasn’t been an honest vote
since.  Back in the early 1990s, when fellow trouble-
makers petitioned USDA for a referendum, bloc-vot-
ing by big dairy co-ops kept the mandatory deduct alive.

In late winter and early spring 2006, U.S. farm
milk prices are headed back into the tank—at levels
lower than in 1983-84 when the dairy promotion pro-
gram was installed.  Along the way, the federal dairy
promotion efforts have achieved little, except to pro-
vide a lot of cushy jobs and fancy travel for bloated
directors.  At present, DFA controls most of the po-
litical appointees to the National Dairy Board.  And
they’re voting for pet projects that boost the fortunes
of “friends” like Borden Cheese and Fonterra (the
New Zealand export monopoly).

An appropriate inclusion in the next farm law
would be to give dairy farmers a one-vote/one pro-
ducer referendum on continuing the 15-cent manda-
tory promotion assessment, every three years.

Enforce/maintain food safety and standards laws:

The lack of enforcement by USDA and FDA of
our food safety and food standards laws is a sick joke.
The whole MPC debacle continues because FDA
won’t step on the profits of food processors that want
cheaper, imported ingredients.

And the whole scam of changing dairy food
identities, so that milk components (often imported)
may be used in standardized dairy products, is a dan-
gerous trend—both for the dairy farmer and for the
consumer.  We need to strengthen the integrity of our
dairy products, not debase them.  FDA and USDA
are in a virtual conspiracy of failure to enforce exist-
ing dairy product standards and safety laws, while
trying to “dumb down” these laws through
kerjiggering the definitions of “milk”.

Your ideas?  We must get started.

Dairy Direly Needs…
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