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07/09June 2009 Class III Price $9.97 - Class IV $10.22
Once again the good news is small – prices

have risen for June 2009 milk.

The June 2009 Class III price is $9.97 per hun-

dredweight, an increase of $0.13 from May 2009.

The Class IV price for June 2009 is $10.22 per hun-

dredweight, an increase of $0.08 from May2009.  

For comparison, the average Class III price,

January through June 2008 was $18.26 per hun-

dredweight.  The Class III price for January through

June 2009 was $10.19 per hundredweight. 

Monthly component prices derived from

National Agricultural Statistics Service (NASS)

weekly surveys are listed below in the chart.

Butterfat price $1.2544 per pound

Nonfat solids price $0.6715 per pound

Protein price $1.7283 per pound

Other solids price $0.0723 per pound

Most conventional experts are predicting farm

milk prices will not turn around until mid-2010.

However, there are rumors that milk is becoming

short.  Grain prices delivered to dairy farms have

increased dramatically.  Many parts of the country

are experiencing difficulty making good quality for-

ages.

Total cheese in storage at the end of May 2009

as reported by NASS is up 9% over May 2008.

These inventories may continue to place a drag on

prices rising.  Certainly, there is no indication that

the Dairy Export Incentive Program (DEIP) has

helped, or that the latest round of Milk Income Loss

Contract (MILC) pro-

gram payments will be

enough to save the aver-

age dairy farmer.

At this point all

predictions are guesses,

and perhaps not even

educated guesses.

Apr. May June May-June
Difference

Butter $1.1665 $1.2159 $1.207 -0.01¢/lb.
Nonfat Dry Milk 0.8195 0.8318 0.846 +.014¢/lb.

Cheese 1.2771 1.1553 1.147 -.01¢/lb.
Dry Whey 0.1949 0.2317 0.269 +.037¢/lb.

Needed: New Practices and Policies, Not Bigger Band-Aids

Having lost several dollars per hundredweight

on just about every hundred pounds of milk they’ve

produced so far in 2009, the equities, assets, cash

flows and emotional strength of America’s dairy

farmers are just about depleted.  Government

(bureaucrats and politicians) has been very slow to

recognize the rural dairy Depression.  

So far, proposals to improve the dairy situation

look like bigger “Band-Aids” that won’t slow the

bleeding or treat the milk price disease, including:

* Loans to dairy farmers – proposed by USDA

Secretary Vilsack.  (Dairy farmers need income, not

loans.)

* Doubling the Milk Income Loss Contracts –

proposed by New York’s U.S. Senator Kirsten Gilli-

brand (D).  (Too little, not available to many pro-

ducers.)

* Raising the USDA milk support prices for

dairy commodities by a few cents per pound – from

National Milk Producers Federation.  (Farmers need

dollars, not nickels.)  

* Killing more dairy cows – again, NMPF.

(The Cooperatives Working Together program is a

sick joke.  Numerous dairy farmers paid to kill their

herds simply bought more animals and never

missed a milking.)

Affixing Band-Aids to a failed system won’t

work.

Needed:  both old tools and new tools

An innovative package of “old” and “new”

tools is necessary to honestly improve milk pric-

ing/marketing and put an adequate price in dairy

farmers’ milk checks.  Goodness knows, the money

is in the market place, when we look at prices paid

by consumers for dairy products in the supermar-

kets.  We need:

Emergency Class I base of $18-19/cwt.

USDA should declare a milk price emergency and

install a six-month, minimum Class I price mover

(floor) of $18-19/cwt., to which regional fluid milk

differentials would be added.  Additional monthly

revenues generated should be shared equally among

all dairy producers (except those based in Califor-

nia) whose milk is pooled on federal milk orders.

Short-term, I estimate this move would generate

about $1.50-2.00/cwt.  Let California’s state milk

pricing system take similar actions.

Invoke 608 (c) 18 powers.  The USDA Secre-

tary has the power to adjust regional milk prices,

based on grain costs, under section 608 (c) 18 of the

laws creating federal milk orders.  608 (c) 18 can be

used to achieve the “Emergency Class I base” cited

in the above paragaph.  

Emergency USDA purchases of hamburger.

Shouldn’t matter what color the hide of cows may

be, or whether they’re dairy or beef animals.  USDA

should immediately purchase large quantities of

hamburger for domestic hunger/nutrition programs,

in order ease downward pricing pressures in beef

markets, due to the big slug of dairy animals that’s

likely headed to slaughter this fall and early winter.

Use REAL federal Antitrust oversight on

dairy.  I could write an encyclopedia on dairy

industry practices and events that stifle competition

– depriving farmers of honest prices and ripping off

consumers’ expenditures for dairy products.  It’s

time for the Obama administration to get cracking

on dairy antitrust oversight.

Energize the CFTC to investigate dairy

cash market trading irregularities at the Chica-

go Mercantile Exchange (CME).  The new head of

the Commodities Futures Trading Commission

claims he’s hot to expand his agency’s oversight

into commodity trading irregularities.  No better

place to start than dairy.

Dairy producers should pay ZERO haul-

ing/stop charges for milk sold to Class I (fluid)

processors. We see Dean Foods making spectacular

profits – by holding up prices charged buyers of

packaged fluid milk.  Fluid processors like Dean

Foods wouldn’t order farm milk without reasonable

assurance of sales.  Let the Class I buyers pay 100%

of all costs associated with getting the milk to their

plants.  Big dairy co-ops need a mega-dose of sup-

plemental testosterone.

New milk-pricing system.  Currently, U.S.

farm milk prices correlate almost perfectly with

block Cheddar prices generated at the CME.  By

manipulating CME cash prices, certain parties

directly impact milk prices paid to U.S. dairy farm-

ers. That’s all wrong.  Dairy needs a new milk-pric-

ing system, which, in my opinion, uses two or more

bases to derive prices.  Those new price bases should

include: regional dairy farm costs of production and

a measure of consumer prices paid for retail dairy

products.  More “inputs” are likely also needed.  

Develop a system of on-farm milk produc-

tion quotas. The tidal wave of dairy heifers that has

been spawned by use of “sexed-semen” promises to

wreck havoc with dairy supply/demand.  We need a

U.S. milk marketing system that limits, on a region-

al basis, how much milk dairies may ship on a daily

or monthly basis.  Such a program needs to be flex-

ible, regional, readily allow for new entrants, and

minimize any monetary value placed upon bases.

Enforce standards for dairy products.  If the

right folks looked closely, I bet a lot of “stuff”

labeled as Cheddar produced in places like Califor-

nia is, in fact, not up to the federal Food and Drug

Administration’s standards of identity for natural

cheese.  (See article, page 6 of this issue.)

by Pete Hardin

The July 2009 issue is a “compact” issue –

twelve pages instead of the normal 16.  The past

month has been hectic for the editor, with a lot of

time required for non-publishing activities such as

helping tend our huge garden and overseeing hay-

ing on our small farm.  Besides, there’s not a lot

of good news in dairy.

But this compact issue is full of eye-opening

stories.  Be sure to read John Bunting’s story on

page 6 about how California block Cheddar yields

in 2007 totaled 13.7 pounds per hundredweight of

farm milk.  Bunting’s story makes a person won-

der how much of these “surplus” cheese invento-

ries owe their existence to unnatural shenanigans

in the cheese vat!

“Compact” Issue This Month

Continued on page 11



by Pete Hardin

U.S. a “deficit milk producing nation” since 1996
Straight Talk

No milk “surplus” exists in the United States.

Every year since 1996, U.S. dairy farmers have produced

LESS milk than so-called “commercial disappearance”

figures calculated by USDA. Commercial disappearance

measures all forms of dairy supply (domestic milk pro-

duction, most imports) and then balances that supply

against demand (consumer use + exports).

The accompanying table reports annual com-

mercial disappearance data calculated by USDA’s

Economic Research Service from 1990 through

2008. The “Difference” listed in the right-hand col-

umn is the calculation – measured in millions of

pounds of farm milk – of excess or (deficit) milk

supplies.  Every year since 1996 shows brackets

parenthesis () around the “Difference.”  That means

U.S. milk production came up short of total demand.

This USDA data proves that no milk “surplus” has

existed in the U.S. for the past 13+ years.  And I’d

argue that we’ve got more of the same so far in 2009.  

What’s really interesting:  USDA’s dairy data

analysts DO NOT list imported casein and Milk Pro-

tein Concentrates as part of their calculations.  Two

of the biggest categories of dairy imports are not

included in the “Commercial Disappearance” data.

Why?  Government bureaucrats claim they don’t

know how much casein is used for human food pur-

poses.  And in the case of MPCs, I’m not sure these

high-protein dairy powders show up yet on USDA’s

radar screen.  After all, it’s only been a controversy

for about 10 years.  Maybe imported MPCs elude

USDA’s data base because MPCs are not legal food

ingredients, under FDA’s safety testing protocol.

So … if casein and MPC imports were factored

into USDA’s Commercial Disappearance calcula-

tions, the U.S. would be an even greater “milk-

deficit nation.”

The fact that our

nation has been a “deficit

milk-producing nation” for

the past 12.5 years has obvi-

ously been lost on the so-

called “market place” – the

traders who conjure up cash

market prices for dairy com-

modities at the Chicago Mer-

cantile Exchange.  When

recalling bitterly low farm

milk prices in 2000, 2006 …

and our present fiasco in

2009 that threatens to put out

of business more than a

quarter of our dairy farmers

… somehow the “market

place” just didn’t reflect the

FACT that the U.S. was a

deficit milk-producing

nation.  Our present price

fiasco is only the latest insult

to the men and women who

produce this nation’s milk

supply.

Here in 2009, we see

two highly-significant prac-

tices taking place that threat-

en the future of many U.S.

dairy producers.

1) Consumer prices for

dairy product have failed to

reflect lower raw product

costs.  Big deal that consumer prices for milk at the

supermarket are down 18% for March-May 2009.

Processors’ costs for the federal milk order Class I

(fluid) milk “mover” are down 35-40%.  Processors

and supermarkets are putting mucho profit in their

own pockets – gouging farmers and consumers.

2) On page 6 of this issue, John Bunting has

unloaded one of his all-time blockbuster stories – the

fact that California’s block Cheddar yields are close

to 14 pounds of cheese per hundred pounds of milk.

What is going into those cheese vats to yield all that

Cheddar?  I’d bet that the resulting product does not

fully comply with FDA’s standards of identity for

Cheddar.  How much Cheddar “surplus” would we

have if cheese were being made legally???  

If the California cheese plants are playing such

games with Cheddar, then Lord knows what crapola

is dumped into the vat by firms producing “Pizza

Cheese” – Mozzarella’s degenerate second-cousin.

In conclusion:

* No “surplus” of U.S. farm milk exists.  Has-

n’t been any dairy surplus since 1995 – more than a

dozen years ago.  Domestic dairy supply/demand

has been crippled by all those imports – when they

end up in the cheese vat.

* “Phony” Cheddar (and other cheeses) – made

from cheese vats loaded with goodness knows what

imported proteins/milk fat – is creating any excess

inventories.  

* Finally, take a look at the story on page 4 of

this issue, regarding spectacular retail sales gains for

cheese (+5.1%) and fluid milk (+1.2%) during

March-May 2009.  What would these sales look like

if we provided consumers with honest, quality dairy

products at a fair price???    

Pete Hardin

Terminate the Commodity Credit Corpora-

tion’s open-ended commitment to buy all dairy

surplus commodities meeting its specifications.

Certain dairy co-ops will produce surplus for the

government as long as they can get away with it.

USDA purchases of dairy products should be refo-

cused in the following fashion:

1) Commit the government to specific levels of

purchases of products designed to help meet domes-

tic nutrition and feeding programs for the hungry.

Hunger is a growing fact of life in this country and

the government has a moral obligation to help deal

with hunger.

2) Allow CCC to buy a limited amount of “sur-

plus” dairy commodities.  Firms may sell to CCC

only by offering bids, with CCC taking the lower

bids if more than one firm wants to sell surplus.

Create a new dairy producers’ organization.

Existing organizations are simply not representing

dairy farmers’ true interests.  The intelligence and

integrity of our nation’s dairy farm men and women

is not reflected by the actions and policies of those

alleging to represent dairy producers.

If all else fails, pull an old-fashioned milk

strike.  September 1, 2009 would be the optimum

time to restrict flow of farm milk to processors.  Fluid

processors demand is highest early in the week, early

in the month.  September 1 is a critical period, as

fluid processors gear up for school milk sales … and

Mozzarella plants get ready for increased pizza sales.

(Pizza sales correlate with the start-up of a new

school year.)  Strategy: shut off the milk and force a

$20/cwt. minimum net farm milk price from the

processors.  Dairy marketers and/or regulators who

try to end-run the effects of the milk strike should, at

the least, be affixed with liberal doses of bovine

feces.  A milk strike is a weapon of least choice, but

dumping milk to extract better prices is no different

from continuing a milk pricing/marketing system that

is financially killing dairy farmers.  Better to destroy

some milk than to destroy the creatures (human and

bovine) that produce the milk.

Pay farmers to “stay” open heifers.  If the

dairy industry is looking to better manage milk sup-

plies, we need to do something in an orderly fashion

to deal with all these sexed semen-derived heifers.

Here’s a suggestion that won’t be too popular with

animal rights activists:  pay dairy farmers to “stay”

heifers (clip their fallopian tubes) and then raise the

animals for slaughter.  Beef markets will be strong

for several years.  Let’s go for good utility value on

extra dairy heifers, rather than letting them overflow

the bulk tank.

Let marketing organizations enact a 5% cut-

back in milk supplies.  While milk is allegedly in

“surplus,” enforce a five percent cutback to producers

(of co-ops) and let any producers who don’t reduce

milk output continue “enjoying” $9.00 milk prices.

California dairy cooperatives are looking at such pro-

posals. A meeting of dairy co-ops in the Upper Mid-

west on July 9 will hear a parallel proposal.

The benefits of such action is to let producers decide

on their own how to reduce milk output.  If the strate-

gy works, then producers can take credit for doing

something constructive in the market place – showing

that they have some market power.  What’s to lose???

Never in the lifetimes of anyone now milking

cows has the dairy community faced such serious

challenges and devastating times.  Honest solutions

are available, if dairy farmers take control of their

destiny.  We must move ahead, the same old “stuff”

from the same old dairy leaders and politicians is

killing one of this nation’s finest industries.

Needed: New Practices and Policies, Not Bigger Band-Aids, con’t
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Commercial 
Disappearances

Milk
Production

Difference

1990       138,799        147,721      8,922  
1991       138,563        147,697      9,134  
1992       141,321        150,847      9,526  
1993       144,981        150,636      5,655  
1994       150,094        153,602      3,508  
1995       155,005        155,292         287  
1996       155,607        154,006     (1,601) 
1997       156,564        156,091        (473) 
1998       159,721        157,262     (2,459) 
1999       164,823        162,589     (2,234) 
2000       168,963        167,393     (1,570) 
2001       169,493        165,332     (4,161) 
2002       170,872        170,063        (809) 
2003       174,711        170,348     (4,363) 
2004       176,208        170,832     (5,376) 
2005       180,166        176,931     (3,235) 
2006       184,182        181,782     (2,400) 
2007       188,252        185,654     (2,598) 
2008       193,039        189,992     (3,047) 
Million Pounds                          Data Source: USDA 

Dairy Commercial Disappearance
1990-2008
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