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Markets sluggish.  
Even though Monday's November milk report was bearish (see next item), dairy markets did not 
drop substantially. In fact, 40 lb. blocks of cheddar closed the week up a penny/lb. at $1.14. 
Barrels were up ½ cent/lb and closed today at $1.1050. Butter closed at $1.1250/lb, up 1 ½ 
cents/lb. Class III futures contracts closed mostly lower on the Chicago Mercantile Exchange this 
week. March through July contracts were down 16 to 30 cents/cwt. Still, June through November 
contracts are all above $12 with a peak of $13.33/cwt in September. Class IV contracts closed 
the week unchanged.  

My picks for this week:  
 Quota Overbase Class 4a Class 4b 

December $11.66 $9.96 $10.50 $9.44 
January ‘03 $11.79 $10.10 $10.54 $9.64 
February ‘03 $11.46 $9.77 $10.24 $8.94 
November milk up 1.8%.  
November milk production climbed 1.8% over year-earlier levels in the 20 major dairy states. That 
increase came on the strength of 54,000 more cows than a year ago, and 16 lb. more milk per 
cow. USDA says there are still 1,000 more cows in these states than last month. October 
production was revised downward 0.2%, with USDA now saying October milk increased 2.1% 
over year earlier levels.  

California leads pack.  
California milk production was up 119 million lb. over last November. Eighty percent of that came 
from 56,000 more cows on California dairies; the remainder came from 15 lb. more milk per cow. 
New Mexico was up 7.9% in milk (37 million lb. and 25,000 more cows). Pennsylvania milk 
production jumped 4.8%, all because of 25 lb. more milk per cow. 

CAFO rules released.  
The Environmental Protection Agency announced its long-anticipated rules regulating 
Concentrated Animal Feeding Operations (CAFOs) Monday. According to EPA's own estimates, 
the rules will cost livestock operators $335 million annually, but will provide only $204 to $355 
million in monetary benefits. The biggest benefits will come in improved water quality in 
freshwater streams, rivers and lakes and reduced nitrate levels in private wells. Dairy's tab is 
estimated at $151 million per year. 

3,400 dairies affected.  
EPA estimates 1,450 CAFO dairies (more than 700 cows) and 1,949 animal feeding operation 
dairies (200- to 700-cow dairies with point-source drainage to surface water or animals in contact 
with surface water) will fall under the rules. But the agency is not predicting any will go out of 
business as a result of the regulations. It does estimate 22 heifer operations will go out of 
business.  

Permits, containment and records.  
The new rules require producers to obtain permits, contain runoff and maintain records proving 
compliance. Permits must be applied for by 2006. Many large herds across the country are 
already maintaining these records, but smaller AFO dairies will be in for record-keeping shock. 
Annual reports will have to be filed, records must be available upon demand and files must be 
maintained for five years. 

 



Cost-share available.  
The Federal government is stepping up to the plate with cost-share funds, providing $3.24 billion 
in Environmental Quality Incentives Program (EQIP) funding for livestock producers through 
2007. However, federal deficit concerns could erode those and other conservation monies 
currently budgeted, says Jesse Sevcik, National Milk Producer Federation director of 
Environmental Programs. "We need to make sure those dollars stay there," he says. "We're also 
urging producers to go in early to apply for funding to let USDA know what the demand is for 
these programs." For a complete summary of the new rules, log on to 
http://cfpub.epa.gov/npdes/afo/cafofinalrule.cfm. 

Fore-stripping saves time.  
In a Wisconsin field trial at a 1,000-cow dairy, half the cows were fore-stripped earlier this year 
and half were not. Milk yields were the same. But unit on-time decreased 23 seconds with fore-
stripping, and average flow rate increased by ½ lb. of milk per minute.  

U.S. wins again.  
The World Trade Organization Appellate Body again ruled today that Canada is illegally 
subsidizing its dairy industry. The Appellate Body found that Canada's "commercial export milk" 
scheme provides an export subsidy, in the form of discounted milk, to Canadian businesses that 
process cheese and other dairy products. There is no appeal to the decision. 

Food insecurity. 
Despite an abundance of cheap food, 10.7% of Americans-living in 11.5 million households-did 
not have access at all times to enough food for an active, healthy lifestyle in 2001. At some time 
during the year, these families did not have enough food because they had insufficient money or 
other resources, says USDA. 
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