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What to do …
Straight Talk

Great urgency and fear course through the U.S.

dairy farming community.  Our milk pricing and milk

marketing systems are fatally cracked.  Failure to

return an adequate price to dairy farmers, when con-

sumers pay so dearly for dairy products at the super-

market, is the intended consequence of failed systems.

Are you going to sit there and bellow like a

starved cow? What to do? 

* Ban MPC use in human foods.  Imports of

Milk Protein Concentrates are the primary cause cre-

ating “surplus” nonfat dry milk and extra cheese.

MPCs have never passed Food and Drug Adminis-

tration’s (FDA) required “GRAS” (Generally Rec-

ognized as Safe”) tests.  So why not have FDA

immediately ban MPCs form use in human foods,

until the required safety tests have been carefully

conducted and properly reviewed.

* USDA should create an emergency floor

price of $17 per cwt. for Class I purposes until

April 1, 2010, unless market forces move the

Class I price higher.  That move would floor Class

I prices at a fair level during this emergency.

* USDA should immediately remove on an

emergency basis any negative “other solids” cal-

culations from the monthly Class III prices.  Why

dock farmers’ milk prices for that foolishness?

* USDA should immediately follow the law

and adjust regional farm milk prices (through the

federal orders) to account for costs of production.

It’s the law (Section 608 (c) 18).  USDA has histori-

cally refused to honor this mandate from Congress.

* USDA should completely revise the meth-

ods used to calculate Class III milk prices, using a

measure that includes prices charged consumers

for retail cheese.  The “disconnect” between con-

sumer prices and farmer prices (for Class III –

cheese) milk has never been greater.  National Agri-

cultural Statistics Service (NASS) prices track almost

exactly with CME prices (factoring in a two-week

lag).  NASS is basically using a “veterinary ther-

mometer” (albeit properly placed) when measuring

the “temperature” of cheese markets.  The REAL

MARKET for Cheddar is what consumers are pay-

ing, not CME’s contrived, low-ball prices.

* The Commodities Futures Trading Com-

mission should immediately review CME cash

dairy trading for potential manipulations relating

to firms/individuals attempting to favorably

resolve their personal dairy futures/options posi-

tions. Wake up, CFTC.  Do your job.

* The Antitrust Division of the U.S. Depart-

ment of Justice should immediately launch a

three-month criminal probe of dairy competitive

practices, taking public and private testimony on

a regional basis. The Obama administration owes

farmers and consumers an honestly-competitive

dairy industry.

But these are all government actions.  Am I

dreaming to imagine that government, in these des-

perate hours, may care? Meanwhile … what can

dairy producers do?

* Be open-minded and fair about proposals

to restrict U.S. farm milk output.  Production

restraints may be necessary.  But they should be

regional, flexible, allow for new producers to start,

and not put monetary value on pieces of paper allow-

ing individual producers to make milk.  Such propos-

als may move fast, but must be carefully considered.

* Admit that our major dairy co-ops have

failed their mandate to enhance producers’ well-

being and be open-minded to joining new dairy

groups that raise a ruckus.  No specific sugges-

tions … yet!

* Put a halt to hauling costs/stop charges

associated with any milk sold to the Class I (fluid)

market. Those sales are locked-in demand.  Profits

of the major fluid processors indicate that they can

afford to pay the freight. When times change, farm-

ers should go back after half the hauling costs asso-

ciated with sales of other classes of milk.

* Take some milk off the market by feeding

bull calves.  In my opinion, some of the greatest gains

in the second half of 2009 will be seen in beef animals.

The commercial cattle industry projects its smallest

number of calvings since 1951.  Beef animal prices

should surge in the third or fourth quarter of 2009.

For the life of me, I have never seen such a

inequitable mess in dairy in my lifetime.  If the U.S.

dairy producer sector collapses financially, many of the

assets of dairy processors won’t be worth much, either.  

Milk strikes?  Some folks are touting that tool.

But milk withholding actions would only work if

they occur in months when milk supplies are tighter,

early in the month, and early in the week.  No milk

strike has worked since 1916. 
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In mid-spring 1979, a naïve dairy journalist

started an el cheapo-looking tabloid paper about

milk pricing.  Notion was that dairy farmers would

subscribe to a paper that “got inside’ milk pricing

and marketing.  Ninety brave souls were charter sub-

scribers – betting the upstart editor-publisher would

succeed.

The May 2009 issue completes 30 years for

The Milkweed. Today, this publication sets the stan-

dard for dairy industry reporting.  Over the years,

we’ve pursued certain subjects with seeming brutal

intensity: Eastern Milk Producers (the illegitimates

that sued me for $20 million in 1981), recombinant

bovine growth hormone, Dairy Farmers of America,

the “new” Dean Foods, failed federal antitrust over-

sight, etc., etc.

Over these 30 years, I have benefited from

many key sources and grown to know some of the

finest folks on this earth.  With a lot of help, The
Milkweed has evolved as dairy’s most influential

publication.  In January 2008, We expanded the

paper’s size to 16 pages and “widened the playing

field” – including more articles about subjects off

the milk-pricing path.  Quite frankly, if we focused

only on milk-pricing, the crookedness would drive

me nuts.  

At this juncture in history, milk pricing and

milk marketing issues are paramount to a viable

dairy industry and a healthy, financially-vigorous

rural America.  Dairy farmers’ failure to receive ade-

quate milk prices, here in early 2009, is the worst-

ever.   Dairy farm families are breaking down, emo-

tionally and financially, because our supposedly

“modern” pricing and marketing systems leave

don’t leave enough money for the producer to sur-

vive.    The whole milk pricing/marketing scene is a

crooked game, designed to divert financial resources

into pockets other than the farmers’.  

We dedicate our best efforts to uplifting dairy

farmers’ fortunes.

Deserved words of thanks to many family

members – folks near and dear, as well as those no

longer with us.    John Bunting merits special men-

tion.  I don’t know what planet John Bunting came

from, but I’m glad he helps me dig out, understand,

and report the dairy industry.

Dairy is in constant change.  Further, I view

our dairy industry as a microcosm of society – and

working to try to figure out dairy helps see the “big-

ger picture.”  Feeding this nation remains a chal-

lenge, perhaps in the future more than ever.

So, what happens in the United States is a

great deal of profit is made from cream which

leaves the skim part of milk: a residual – a leftover.

Presently in the West, or more correctly, in Califor-

nia, the residual NFDM is piling up in warehouses

rented by the U.S. government.

In the meantime, while American taxpayers

are shelling out for CCC purchases of nonfat dry

milk, we are importing massive amounts of milk

protein concentrates (MPCs) and casein.

MPCs and caseins are simply dairy proteins

obtained from the skim portion of milk. By and

large either product is a substitute for NFDM.

As mentioned above, the loss of dairy

export markets equals a 5.5% increase in U.S.

milk supplies. However, the imports of MPCs

and caseins in January and February 2009 are

approximately equal to 7% of the milk produced

in America within that time.

Really there is no milk surplus in America. If

we closed the door, for instance, by adding signifi-

cant tariffs to MPCs and caseins, the government

would not be purchasing any NFDM. Of course, the

farm milk price would immediately have to rise to

sustainable levels.

MPC Import Tsunami, con’t.
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The Milkweed: 30 years & kicking …

The American Dairy Products Institute (ADPI)

annual convention in Chicago in late April is by far the

best milk industry confab of the year, in the opinion of

this writer.  ADPI assembles nearly 700 from the dairy

protein powder trade – nonfat dry milk, casein, Skim

Milk Powder, and whey derivatives. ADPI’s meeting

is like the1830’s Rocky Mountain trappers’ ren-

dezvous – with more refined liquor and ladies.

One of the best aspects of the American Dairy

Products Institute is exposure to the wide range of

dairy marketers from around the globe, oftentimes

small entrepreneurs who live by their wits matching

buyers and sellers around the world.  It’s particular-

ly thrilling to meet folks from other countries and

see their perceptions of the U.S. dairy industry and

the extended global dairy trade. Over the three days

of the meeting, detailed conversations with dairy

traders from Mexico, China and France offered

opportunity to learn about global dairy supply and

demand.  These folks are “go-getters” – sensing

opportunities and trying to make the most of them.

To a person, international traders (and a lot of

domestic firms’ representatives also) scorn the prac-

tice by DairyAmerica (the milk powder cartel) of

giving exclusive export control to Fonterra (New

Zealand’s near exclusive, dairy-export monopoly).

Letting a single firm control most of the nonfat dry

milk and skim milk powder exports has made it

near-impossible for many smaller exporters to

obtain the volumes of product they need to fill

orders around the world.  In other words, the rela-

tionship between DairyAmerica and Fonterra has

inhibited both the volume and creative energy for

U.S. dairy protein powder exports.  

Example: Firms trying to obtain dairy products

to export to China are finding it difficult to obtain

products right now.  And some folks tell us there is

a dairy surplus???

DairyAmerica Failed Mission by Ignoring Private Exporters


