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At press time (June 12), USDA has no further public details about the
investigation into the milk powder pricing scandal.

On April 20, USDA held a hastily-called telephonic press conference,
where it announced that the milk powder price review was underway.  At that
time, AMS/NASS personnel estimated that the probe would need 45 days.  At
the 45-day mark—early in the first week of June—the revised data has been col-
lected but awaits review and analysis by USDA.  

According to a press spokesperson, the current status of USDA’s milk
powder investigation is as follows:

* All requested weekly sales and volume data for nonfat dry milk have
been turned over to USDA’s National Agricultural Statistics Service (NASS) by
all dairy plants required to report that information.  NASS personnel are review-
ing the revised weekly milk powder sales data, and sharing that information with
USDA’s Agricultural Marketing Service (AMS)—the USDA agency that over-
sees federal milk orders.

* A spokesperson at NASS indicated that it might be mid-June at the ear-
liest, before USDA is prepared to publicly reveal what damages were suffered
by dairy farmers due to under-reporting of nonfat dry milk prices by
DairyAmerica.  (Note: DairyAmerica has not been publicly identified by USDA
personnel as the culprit.  But dairy industry “watchers” know that the “one

plant” that USDA credits with failure to report accurately is DairyAmerica—
which controls about 75% of all nonfat dry milk in the country.)

USDA’s Office of the Inspector General (OIG) is also participating in the
milk powder pricing review. 

The Milkweed has estimated that U.S. dairy farmers lost a total of several
hundred million dollars worth of milk income, due to commodity price mis-
reporting by DairyAmerica—the cooperative milk powder “cartel.”  Those
financial losses to farmers—due to DairyAmerica’s failed milk powder pric-
ing—started in August 2006 and have continued through at least April 2007.

The U.S. dairy industry is on pins and needles, waiting for USDA’s review
of the accuracy of milk powder prices reported to NASS.  Dairy commodity
sales/volume data are reported to NASS weekly.  Those numbers are used as the
bases for USDA’s monthly values of farm milk in the federal milk order pro-
gram. 

The next move in this matter belongs to USDA.  Many, many parties in the
extended U.S. dairy industry are watching with great interest.  It is surprising
that some “mainstream” dairy industry publications have either ignored or short-
shrifted this subject.  Why dairy farmer readers of Hoard’s Dairymen—the so-
called “Bible of the dairy industry”—were treated to a whopping three or four
sentences in the May 25, 2007 issue on the milk powder scandal!  That’s more
than a month after USDA’s April 20, 2007 announcement of the milk powder
price reporting failure.
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USDA: No Public Details on Milk Powder Pricing Scandal

The USDA milk powder price scandal is growing bigger.  
Unofficial sources indicate that the total losses to dairy farmers whose

milk is priced by USDA’s federal milk marketing order (FMMO) program will
total close to one billion dollars.  That’s the tab for low-ball milk powder prices
reported to USDA from mid-summer 2006 through late March 2007.

Unofficial word from Washington, D.C. also tells that one or more
employees will lose their jobs over this screw-up.  

Back on April 20, USDA announced that milk powder prices had been
misreported to its National Agricultural Statistics Service (NASS) by “one
plant” (commonly known as DairyAmerica).  The whole issue boils down to
DairyAmerica’s reporting low-ball prices for export sales based upon a contract
signed with New Zealand interests sometime in the first half of 2006.  

But NASS rules clearly specify that no milk powder sales may be report-
ed on weekly forms if those sales are based upon contracts older than 30 days.  

Personnel from NASS and the Agricultural Marketing Service (AMS—the
branch that oversees federal milk orders) immediately started reviewing weekly
milk powder pricing reports, going back to April 2006.  Looking over their
shoulders during the milk powder price review is USDA’s Office of the Inspec-
tor General.  

The milk powder price scandal resulted from DairyAmerica reporting
unduly low milk powder sales prices, starting sometime in mid-summer 2006.
This scandal was busted publicly by The Milkweed in a special, four-page
expose in March 2007.  At that time, using data for August 2006 through Janu-
ary 2007, this publication estimated that dairy producers’ milk income losses
totaled about $597 million for that six-month period.  Since January 2007, pro-
ducers’ milk income losses have continued … at least through April 2007 milk
marketings.  

As noted elsewhere in this paper, USDA has received revised weekly milk
powder reports detailing sales volumes and prices.  A review of the revised data
is now underway.  USDA will probably go public with its findings about the
impact upon producer prices sometime in the second half of June.  Key elected
officials are watching closely.  On May 9, 2007, a group of eleven U.S. senators
wrote Agriculture Secretary Mike Johanns—demanding answers about the milk
powder pricing scandal.

Where may the heads roll at USDA over the milk powder price scandal?
NASS “bean-counters” collect weekly data from reporting plants.  NASS

kept accepting what were clearly low-ball milk powder reports during fall 2006
and through the first three months of 2007—despite the fact that DairyAmeri-
ca’s milk powder price reports were so far below any other measures in value
for nonfat dry milk, either domestically or internationally.  Did NASS employ-
ees live in an isolated bubble, oblivious to real world milk powder price trends?

And then there’s AMS.  When did AMS employees believe that
DairyAmerica was reporting unduly low milk powder prices?  One private con-
sultant—Mary Ledman—contacted USDA in September 2006, questioning the
accuracy of NASS’ weekly milk powder price reporting.  Dana Coale, who
oversees the federal milk order program, admitted during the April 20, 2007
telephonic press event held by USDA to announce the milk powder pricing
problem that she had first been familiar with milk powder pricing issues in Sep-
tember 2006.  Coale also was present on February 12, 2007, at a dairy produc-
er meeting in Maryland where the regional milk market administrator, in
response to a question from the audience, said that Class IV (butter-powder)
prices in the federal milk order system were being held down by long-term
export contracts.  Obviously, persons at USDA’s milk order program knew that
long-term export contracts were depressing dairy producers’ incomes … but
apparently did nothing.

Sources generally credit the “spark” igniting USDA to review milk pow-
der prices as being the formal complaint submitted to Inspector General Phyllis
Fong in late February 2007.  The National Family Farm Coalition—a group rep-
resenting interests of family farmers—submitted that complaint to USDA
Inspector General Fong on February 27, 2007.

It’s suspected that NASS and AMS officials didn’t really show much inter-
est in exercising proper oversight about lowball milk powder price reporting
until the Inspector General’s team started asking questions.  

What did they (NASS and AMS personnel) know?  When did they know
it?  And what did they do about it?  

One thing’s for sure.  USDA—during both the Clinton and Bush adminis-
trations—ignored laws passed in 2000 and again in 2002 which mandated the
auditing of weekly dairy commodity price reports to NASS.  If USDA had com-
plied with the law by auditing prices reported to NASS, this whole mess would
never have happened.

Milk Powder Scandal Rumor Mill:
Producer Losses Nearly $1 Billion, Head(s) to Roll at USDA

In the midst of a $1 billion milk powder price scandal that’s rocking the
dairy industry, word is that National Milk Producers Federation (NMPF—the
big dairy co-op lobby) is proposing to “make the crime legal.”  

Current rules for reporting weekly dairy commodity sales (both price and
volume data) to USDA specify that no sales based upon contracts older than 30
days may be included.  That’s the detail that DairyAmerica (the milk powder co-
op cartel) failed to follow, when it reported lowball export sales of milk powder
for EIGHT MONTHS, starting in mid-summer 2006 and continuing through
March 2007.  

What’s NMPF’s solution?  Change the rules to allow for a 90-day report-
ing window.  NMPF claims—on behalf of its embarrassed members that belong
to DairyAmerica—that export contracts cannot be filled with less notice.  That
stance is the co-op’s back-up defense: make the “crime” legal.

NMPF’s logic for a 90-day export contract reporting period is baseless.
DairyAmerica is so callous that, in recent months, the cartel has approved sales
(at a specified price) to domestic milk powder buyers, only to inform the buyers

when their trucks show up at the warehouse to load that … so sorry, there’s not
any milk powder … come back next week!

And when “next week” comes, the buyers are charged an even higher price
for the milk powder they take!  

If DairyAmerica can raise prices for approved sales to domestic buyers
from week to week, DairyAmerica can certainly meet a 30-day time frame for
export sales.

What’s really strange in this whole mess:  why does DairyAmerica kow-
tow to New Zealand interests—at the expense of American dairy farmers and
long-term paying customers in the domestic market—by continually pushing for
lowball dairy powder export prices?  Is somebody getting paid (or otherwise)
under the table?

Co-ops Want 90-Day “Window” for Reporting Powder Exports

6 — The Milkweed • June 2007

Follow the breaking developments in the “Milk Powder

Price Scandal” on the Web site for The Milkweed.

We will keep you up to date.

www.themilkweed.com


