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Cheese, butter down. That wide gap between blocks and barrel cheddar cheese narrowed 
this week, but not to the good. Blocks closed at $1.13/lb today, down 2 ¾ cents for the 
week. Barrels closed the week unchanged from last Friday at $1.08/lb, though they had 
crept up to $1.1050/lb Tuesday before dropping back to $1.08 today. That puts the spread 
at a nickel, compared to nearly 8 cents last Friday. Butter closed the week down 3 cents, 
after some very heavy trading today. Forty carloads, some 1.7 million lb., sold today on 
the Chicago Mercantile Exchange. Futures also softened, with October Class III contracts 
back down under $10, and November through February contracts all under $11. Butter 
also seemed to soften the Class IV futures, with November through February contracts 
down 5 to 20 cents.  
 
My picks for this week: After last weeks slightly rosier outlook I have had to dial it back 
a bit because of the current weak markets for cheese and butter.  

 Quota Overbase Class 4a Class 4b 
September $11.55 $9.85 $9.95 $9.63 
October $12.03 $10.34 $10.16 $10.62 
November $12.56 $10.87 $10.16 $11.61 
 
Transition MILC cap challenged. Sixteen large Ohio, Michigan, New Mexico, Texas, 
Indiana and Tennessee dairy producers filed suit Tuesday over the 2.4 million lb. 
production cap on Milk Income Loss Contract transition payments. USDA says the cap 
applies to both the transition period (December 2001 through September 2002) and the 
annual payment periods after that. Not so, says Ben Yale, plaintiffs' attorney based in 
Waynesfield, Ohio. Careful reading of the statute and speeches of Sen. Patrick Leahy (D., 
Vt.) clearly show Congress intended no cap on transition payments, he says. Now the 
courts will decide. 
 
Big bucks at stake. Should big producers prevail in this lawsuit, they stand to gain huge 
windfalls. Take, for example, a 1,000-cow herd producing 20,000 lb. per cow. The herd 
will produce 20 million lb. of milk annually, or roughly 16.6 million lb. during the 10-
month transition period. If the average transition payment is $1.08/cwt, the dairy stands 
to gain nearly $180,000. That's a far cry from the $25,000 the dairy would have received 
under USDA's current rules.  
 
Midwest appeals. Land O'Lakes, Alto Dairy and Family Dairies USA have decided to 
appeal last week's dismissal of their suit against tightening Federal Order pooling 
provisions. (See "Midwest Rebuffed," in last week’s newsletter.) The appeal will likely 
be filed early next week, with a three-judge panel to hear the case. 
 
CDI joins National Milk. California Dairy, Inc., the nation's second largest dairy co-op 
handling some 13 billion lb. of milk annually, has joined the National Milk Producers 
Federation. With CDI's new membership, NMPF now represents more than two-thirds of 
the nation's 75,000 dairy producers, and a similar proportion of overall milk production.  
 



CAFO costs. Mandated "best" waste management facilities and practices could cost dairy 
producers five to six times the value of their benefits, according to the Environmental 
Protection Agency's own estimates. Final rules are due out December 15, but full 
implementation of the rules won't be required until 2006. Dairy restrictions alone will 
range from $5 to $10 billion over five years. 
 
Still FMD vulnerable. The Government Accounting Office says government (USDA) 
efforts to control Foot and Mouth Disease are mostly adequate. However, better 
coordination is still needed between USDA and the U.S. Customs Service. GAO also 
says USDA needs to develop better plans to mount an effective and rapid response to a 
U.S. outbreak of FMD. 
 
Oregon fastest growing. Few people would pick Oregon as the fastest growing dairy 
state. But in the first six months of 2002, Oregon posted a 26.7% jump in production 
compared to the same six months in 2001. That's mostly due to some large herds coming 
on stream in eastern Oregon. Kansas was the next fastest growing state, up 23.5%. New 
Mexico was up 15.7%. Data was analyzed by the Federal Milk Market Administrator's 
office in Shawnee Mission, Kan. 
 
Michigan ups market share. Michigan producers have boosted their milk production 
market share 4.3% compared to neighboring states since the mid-'90s, according to 
Michigan State's Jake Ferris. This boost in productivity has resulted in an additional $33 
million annually for Michigan producers. "This increase can be attributed to 
reinvestment...by current producers and the introduction of new producers to our state," 
says Elwood Kirkpatrick, president of the Michigan Milk Producers Association. 
 
Dairy spared. Deep cuts in Penn State Extension staff spared dairy positions for now. 
"Dairy is certainly a top priority for us," says Ted Alter, PSU's director of Cooperative 
Extension. But, he cautions, "we may be facing another very challenging (budget) 
shortfall again next year." The College of Ag Sciences' two-year downsizing plan 
eliminates about 20 faculty positions, 35 county-based extension educator positions and 
28 staff positions. It follows a $10 million cut from Penn State's state appropriation in the 
middle of last year because of revenue shortfalls resulting from the state's tight economy.  
 
  


