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Markets soften. Forty pound blocks of cheddar, up ¼ cent for the week and closing today 
at $1.2350, were the only good news on the Chicago Merc today. Barrels finished the 
week 1 ¾ cents lower than last Friday, and butter was down 4 cents, closing today at 
$1.1250. The futures markets also closed mostly down, with Class III contracts from June 
through December down 25 to 30 cents. You can still lock in $12+ July through year-end, 
however. Class IV contracts were also mostly down, but all contracts were still trading in 
the $11s. 
 
Tentative Farm Bill ok'd. The Senate and House conferees reached a tentative agreement 
on a six-year Farm Bill yesterday. Details are still very sketchy, and the Congressional 
Budget Office must score the package to ensure it fits within budget constraints.  
 
What we think we know: A six-year extension of the dairy price support program. A 
counter-cyclical dairy payment program that would pay all producers 45% of the 
difference between the Class I price in Boston and $16.94/cwt. The payment would be 
made on all production, regardless of class utilization. But it would be limited to 2.4 
million lb. of milk annually (roughly 135 cows). The $1.3 billion program would be in 
effect through 2005. The Dairy Export Incentive Program also was re-authorized as was a 
Johne's research and education program. 
 
Supply response. The Food and Agricultural Policy Institute estimates the counter-
cyclical payments will average about 55 cents/cwt nationally. Though that seems like a 
small amount, it will invariably generate a supply response. As a result, the Class III price 
will decrease. In fact, Idaho producers could actually net less income as a result. That's 
because of the payment limits of 2.4 million lb. of annual production will cap government 
payments but Class III prices will be less, explains Bob Cropp, a University of Wisconsin 
dairy economist.   
 
Bou-Matic sold. DEC International, Inc., announced last week it had signed a letter of 
agreement to sell Bou-Matic dairy equipment, to J.P. Kotts & Company. DEC 
International had filed for Chapter 11 protection last August, citing insufficient liquidity. 
Bou-Matic says it has done well despite that filing, with August 2001 as its highest sales 
month ever.  
 
Bio-terrorism unknowns. "We really don't know what we don't know about bio-terrorism. 
It is very difficult to get into the minds of terrorists," says Richard Breitmeyer, California 
state veterinarian. At the same time, producers and veterinarians are America's front line 
of defense and surveillance. Producers must be on guard to detect any abnormalities, and 
then to work with their veterinarians to diagnose the problem quickly. Breitmeyer spoke 
Thursday at Dairy Today's Elite Producer Business Conference in Las Vegas.  
 
Working capital. To ensure you have enough working capital to pay expenses, withstand 
adversity and take advantage of opportunities, you need to have at least $200 per cow in 
liquidity. Some $250 would be even better. "Thirty days of cash flow is probably a good 



rule of thumb," says Tim McNamara, VP of the Dairy Business Group for AgStar 
Financial Services. This liquidity can be in cash, accounts receivables, inventories and 
pre-paid expenses, he says.  
 
Pennsylvania charts course. Pennsylvania dairy leaders met last week to chart a course 
for growing the state's industry. Twenty-five producers, processors and other leaders met 
to outline a vision to drive the process. By 2005, the group hopes to increase average 
milk production per cow to 20,000 to 22,000 lbs. or by 5 to 10 lbs. per day, and increase 
cows in the state to 600,000 to 630,000 head. Pennsylvania Dairy Stakeholders and 
PDMP conducted the meeting. 
 
Soy milk in schools? USDA is expecting an onslaught of requests by consumer groups to 
allow and fund soy milk in schools. USDA will be conducting "listening sessions" later 
this year as it prepares to re-authorize the National School Lunch Program. Currently, it 
will not fund soy milk for kids unless it is deemed medically necessary. But some 
consumer, vegetarian and animal rights groups are pressing for the soy milk alternative. 
 
Terrorism affecting dairy trainees. The clamp-down on international visitor visas by the 
U.S. Immigration and Naturalization Service is affecting foreign dairy trainees, reports 
Jill Stahl. Stahl's company, Stahl & Associates International Consulting, assists U.S. 
dairy producers in locating foreign trainees to work on their dairies. In April, 10 of her 15 
potential trainees were denied entry, she says.  
 
$3 million more to Brazil. U.S. dairy companies will be able to export another $3 million 
worth of dairy products to Brazil. That's thanks to a new agreement between the two 
countries. In the past, Brazil required on-site reviews by Brazilian officials of every plant 
wishing to export, says Diane Lewis with the U.S. Dairy Export Council. The new 
agreement recognizes "equivalency" of USDA inspections. Already, one plant registered 
last week secured a contract for $1.2 million in whey powder, she says. 
 
  


