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Class III futures gain. July through February '04 Class III futures contracts all gained ground this 
week. September, October and November contracts had all risen above $12 during the week 
before dropping below that threshold today. Class IV contracts were all unchanged. On the cash 
market, 500 lb. barrels of cheddar closed the week at $1.0975, up ¼ cent. Blocks were 
unchanged at $1.1325, and butter closed up ¾ cents at $1.0950. The June Class I price was 
announced today at $9.74, making the June Milk Income Loss Contract payment $1.77/cwt (down 
2 cents from May). 

My Picks for this week: My projections are still based on the assumption that while butter prices 
will fall slightly over the next 3 months, cheese prices will increase to about $1.20 by July. Even 
with that optimism, my current projections for the year indicate that the average all-milk price for 
California in 2003 will be about $10.58 – that’s $0.50 lower than last years average price.  

 Quota Overbase Class 4a Class 4b 
May $11.14 $9.44 $9.56 $9.32 
June $11.25 $9.55 $9.41 $9.60 
July $11.42 $9.72 $9.41 $9.87 
Average 2003 $11.44 $9.74 $9.45 $9.79 
Average 2002 $11.93 $10.23 $10.40 $9.98 
Wosje to manage CWT. The National Milk Producers Federation (NMPF) added a huge dose of 
credibility to its Co-ops Working Together (CWT) plan with its announcement Wednesday that 
Walt Wosje will manage the program. Well respected throughout the dairy industry as a "can do" 
co-op manager, Wosje recently retired as CEO of Michigan Milk Producers Association. He will 
headquarter temporarily out of the NMPF office in Arlington.  

117 billion lb. committed. In Congressional testimony Tuesday, NMPF CEO Jerry Kozak said 
117 billion lb. (68%) of milk has been committed to the CWT program. By agreement among 
participants, NMPF must reach the 80% threshold of national production before the program will 
be activated. Kozak will make a swing through Idaho next week to recruit more milk, and will visit 
Wisconsin the first week of June. Both states are huge reservoirs of independent, non-co-op milk 
that are almost "must haves" to make CWT go. 
 
Band-aid approach. Keith Collins, USDA chief economist, called the CWT a "Band-Aid" fix to 
low milk prices in Congressional testimony Tuesday. Trimming cow numbers through CWT is only 
a short-term fix, he said, and "I'm not a fan of short-term fixes." Citing the whole-herd buyout 
program in the 1980s, Collins said such programs offer only temporary price boosts and can 
disrupt the beef market. 

USDA blasted. At the same hearing, NMPF's Kozak blasted USDA's handling of the Milk Income 
Loss Contract program, its two most recent changes in the butter/powder tilt and its timid use of 
the Dairy Export Incentive Program. Kozak charged that the change in the tilt has reduced dairy 
farm income by $1.5 billion in lower prices while boosting USDA expenditures $56 million. (In 
fairness, though, note that producers have received $1.5 billion in MILC payments as of April 30, 
including transition payments.) 
 
MPCs have no price affect. A Sparks Company study of milk protein concentrate (MPC) 
imports, released Monday, shows MPCs are not responsible for low milk prices. "It's a false 
conclusion that MPCs are decreasing milk prices and dairy producer income," says Bruce Scherr, 
Sparks CEO. The study affirms previous work by the University of Wisconsin and analysis done 
by Dairy Today market columnist Alan Levitt earlier this year. The Sparks study was funded by 
the U.S. Coalition of Nutrient Ingredients (comprised of MPC users) and the International Dairy 
Foods Association. 



Myth exposed. While the Sparks study actually offered little that was new, it did expose one 
myth. MPC opponents have argued that MPCs are not subject to tariffs because U.S. negotiators 
let them slip through the cracks during the last round of World Trade Organization negotiations. 
Untrue. Tariffs on MPCs were proposed as early as 1984, but because the U.S. had no domestic 
MPC industry to protect, it was illogical to impose tariffs. 

Mad cow fallout. It's just too soon to know what the ramifications of this week's Canadian "mad 
cow" announcement will have on U.S. dairy cattle prices. U.S. borders were closed to all 
ruminants at noon Tuesday. While Canada's biggest bovine export is fed cattle, Canadian dairy 
cattle migrate south as well. Whether the supply shut-off will boost replacement prices here all 
depends on how long the border remains closed, say cattle dealers. 

National ID. Canada's "mad cow" incident reinforces the need for a national animal identification 
program here in the United States, says John Meyer, CEO of the Holstein Association. "National 
Farm Animal Identification and Records is no longer just a good idea," he said Wednesday. "It's 
vital to the security of our nation's livestock supply." 

Salmonella highly prevalent. A study involving 129 conventional and organic dairies in 
Minnesota, Wisconsin, Michigan and New York found that 91% of the dairies had at least one 
salmonella positive fecal sample. Chuck Fossler, University of Minnesota, reported at the 
Minnesota Dairy Health Conference yesterday that 25% of the farms accounted for 75% of the 
positive samples. Farm type (conventional versus organic), whether or not meat and bone meal 
or blood meal was fed, and cow factors such as days in milk or lactation number were not 
associated with prevalence. 
 


