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HOUSE AGRICULTURE AND RURAL AFFAIRS COMMITTEE 

These comments are submitted t o  the Committee 
regarding the August 24, 2009 hearing on m i l k  p r ices  on 
beha l f  o f  the Pennsylvania Associat ion o f  M i l k  Dealers 
(PAMD) . 

PAMD i s  a  s t a t e  t rade associat ion o f  da i r y  processors 
who purchase and s e l l  the vast  ma jo r i t y  o f  beverage m i l k  
so l d  i n  the  Commonwealth. 

For the  past few years the  United States grew d a i r y  
expor ts  t o  the p o i n t  where we were expor t ing over ten  
percent o f  our na t iona l  product ion. Exports grew because 
o f  t he  d o l l a r ' s  dec l ine i n  value and the  improving economic 
f o r t une  o f  poorer countr ies around the  world. 

When the world economy dramatical 1  y  slowed l a s t  year 
our d a i r y  export market p r a c t i c a l l y  disappeared. The 
r e s u l t i n g  supply and demand imbalance caused m i l k  p r ices  t o  
crash. 

Since the  federa l  government decided t o  a l l ow  market 
fo rces  t o  p lay  a  greater  r o l e  i n  s e t t i n g  federal  minimum 
m i l k  p r i ces  i n  the  l a t e  1980s, we have had m i l k  p r i c e  
v o l a t i l i t y  - but  nothing l i k e  t h i s .  

We be l i eve  t h e  problem must be addressed a t  the  
na t iona l  l e v e l .  Da i ry  farmers are hu r t i ng  a1 1 across the 
country.  The federa l  government and the  da i r y  i ndus t ry  
have done some th ings  bu t  more must be done. 



M i l k  Income Loss Contract (MILC) Proaram 

For the  past several years the federal  government has 
had a m i l k  income loss  program. Payments are made t o  the 
d a i r y  farmers when the Class I pr i ce  a t  Boston, 
Massachusetts f a l l s  below $16.94 per hundredweight. 
Payments from t h a t  program t h i s  year have been: 

Month 2009 MILC Pavment cwt. 

January 
February 
March 
Apr i  1 
May 
June 
Jul  y 
August 
September 
October 
November 
December 

$ 0.00 
1.5135 actual  

2.0056 actual  
1.5863 actual  

1.4673 actual  
1.8411 pro jected 
1.5435 pro jected 
I. 6425 projected 
1.2105 pro jected 

.6084 pro jected 

.I756 pro jected 

.I424 pro jected 

Dai ry  Supwort Pr ice  Increase 

Last month U. S.  Ag r i cu l tu re  Secretary Tom V i l  sack 
ra ised the  support p r i c e  f o r  cheese ($1.13 t o  $1.31 per 
pound) and nonfat d ry  m i l k  powder ($.80 t o  8.92 per pound) 
f o r  m i l k  produced i n  the  August I t o  October 31 ,  2009 
per iod.  

The p r i c e  o f  cheese rose from around $1.10 per pound 
t o  $1.35 on August 14, 2009, on the Chicago Mercant i le  
Exchange. 

Secretary V i l  sack i s  a1 so prov id ing incen t i ves  t o  
enhance d a i r y  expor t .  

C W  Herd Buyout 

The i ndus t r y  funded program Cooperatives Working 
Together (CWT) has conducted two herd buyout programs t h i s  
year i n  an attempt t o  ge t  supply and demand i n  balance. 



I n  May 103,000 da i r y  cows were removed from production 
and over the  next  few weeks near ly  87,000 more cows w i l l  be 
taken out  o f  production. 

This program i s  funded by d a i r y  farmers and 
pa r t i c i pan t s  are  able t o  submit b ids  f o r  what they w i l l  
take per hundredweight t o  s e l l  t h e i r  cows f o r  beef.  

Other E f f o r t s  

The Nat ional  M i l k  Producers Federation (a d a i r y  
cooperative t rade associat ion) has establ ished a s t ra teg ic  
committee t o  address low m i l k  pr ices and p r i c e  v o l a t i l i t y .  

The U.S. Ho ls te in  Associat ion has proposed a 
product ion con t ro l  p r i ce  plan t h a t  i s  rece iv ing  much 
i n t e r e s t .  

Although we t h i n k  a nat ional  so lu t i on  must address the  
m i l k  p r i c e  problem, we encourage the  s t a te  t o  look  a t  a 
program t o  prov ide proper ty  t ax  r e l i e f  f o r  farmers, 
investment incent ives ,  and other forms o f  r e l i e f .  

Conclusion 

I would l i k e  t o  commend two s ta te  agencies f o r  t h e i r  
e f f o r t s :  

The Pennsylvania Milk Marketing Board has maintained 
an over-order premium on Class I m i l k  s ince 1988. That 
premium i s  c u r r e n t l y  $2.15 cwt., which i s  probably the 
h ighest  s t a t e  mandated premium i n  the  country. 

Statements have appeared i n  the  press s t a t i n g  t h a t  the 
p r i c e  o f  m i l k  has remained h igh i n  s tores despi te  the  
reduced p r i ces  pa id  t o  farmers. 

Studies i n  Pennsylvania have consistent1 y shown r e t a i l  
m i l k  p r i ces  i n  supermarkets moving up and down month1 y w i t h  
changes i n  p r i ces  paid t o  d a i r y  farmers. An expert  
economist has determined t h a t  Pennsylvania i s  b e t t e r  a t  
having r e t a i l  p r i ces  t r ack  producer p r i ces  because 
r e t a i l e r s  i n  Pennsylvania tend t o  s e l l  a t  the  minimums. 



I regu la r l y  buy m i l k  (1% gal lon) a t  Giant o r  a 
convenience s to re  such as Rut te r ' s  who s e l l  a t  the s t a te  
minimum. On Wednesday, August 19, I bought a  ga l l on  o f  1% 
mi l k  a t  Giant Foods, New Cumberland, PA and paid $2.90. I 
reca71 paying around $3.80 per ga l l on  when pr ices peaked i n  
2007-08 ($.90/gallon = $10.46 cwt.). 

The Department o f  Agr icu l tu re 's  Center f o r  Da i ry  
Excellence has done a  great  job since i t s  creat ion by 
help ing d a i r y  farmers w i th  management issues and 
p r o f i t a b i l i t y .  They have a l so  been usefu l  i n  guiding d a i r y  
farmers through these recent d i f f i c u l t  months. 

Thank you f o r  a l lowing us t o  submit these comments. 

Earl Fink 
Executive VP 
Pennsylvania Association o f  Milk Dealers (PAMD) 
August 20, 2009 


