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Cheese heads south. Both blocks and barrels retreated this week on the Chicago 
Mercantile Exchange. Forty lb. blocks were down 5 ½ cents for the week, closing today 
at $1.18/lb. Five-hundred pound barrels were even softer, losing 6 ¾ cents and closing at 
$1.1475. The only bright spot was butter, closing up 3 cents for the week at $1.06/lb. 
Twenty-nine carloads (about 1.2 million lb.) sold today with another million lb. left on 
the board. In the futures pit, things got ugly. Class III contracts nose-dived. May and June 
contracts are trading below $11, July below $12, and August through the end of the year 
below $13. Class IV contracts also took hits this week, with all contracts for the rest of 
2002 trading below $11. 
 
My Picks for this week: My forecasts this week reflect the dramatic changes in the butter 
market over the last two weeks, and the downward trend in cheese prices. These forecasts 
reflect lower market prices for the next two months, but with an increasing trend for both 
butter and cheese in July. 

 Quota Overbase Class 4a Class 4b 
May $12.14 $10.45 $10.20 $10.33 
June $12.11 $10.41 $10.16 $10.62 
July $12.48 $10.78 $10.45 $11.13 

 
FAPRI revises numbers. The Food and Agricultural Policy Institute (FAPRI) revised its 
estimates of Farm Bill impacts on dairy Monday. It now guesstimates direct payments 
will average 89 cents/cwt on eligible production over the life of the program. That higher 
rate could generate 500 million more lb. of milk in 2002-03 and 650 million lb. more in 
2004-05. If that happens, Class III prices would fall 17 cents/cwt and Class IV prices 28 
cents/cwt. "All of this assumes there is no reorganization of businesses" to skirt payment 
cap rules, says FAPRI's Scott Brown. 
 
Same winners, losers. States with lots of small herds will be the biggest winners. The 
University of Wisconsin's Bob Cropp estimates his state will reap $1.8 billion over the 
life of the direct-dairy payment program. Arizona, California, Florida, Idaho and New 
Mexico could actually see total milk revenues decline. 
 
Confusion abounds. Capital Hill sources are now saying partners within an operation may 
each be eligible for dairy payments. But exactly who is eligible for what won't really be 
known until USDA writes the rules. "Our goal is to get the maximum possible benefit for 
producers from the program," says National Milk Producer Federation spokesperson 
Chris Galen. "We wouldn't expect USDA to make payments on the same hundredweights 
or cows to multiple partners when an operation's total production is below 2.4 million 
lb./year." But he says NMPF will be making recommendations on payments when 
production is above the cap. 
 
 
 



Cap counting. NMPF's Galen says an operation's milk production during months when no 
payments are made (Boston's Class I price is above $16.94) will not count against the 
operation's payment cap. "Qualifying production months will just be those when 
payments are made by the government," he says. 
 
Maryland/Virginia names manager. Maryland & Virginia Milk Producers announced 
Monday it was hiring Jay Bryant as general manager. Allen O'Hara, interim g.m., will 
serve as assistant g.m. Bryant was with Maryland Virginia as a milk marketing manager 
for three years, and spent 12 years with Carolina Virginia Milk Producers, briefly as its 
g.m. Bryant replaces Robert Shore, who left the co-op after a proposed merger with Land 
O'Lakes was voted down last fall.  
 
Stretch silage supplies. With just 10% of corn planted in Indiana, Purdue ag specialists 
are urging producers to estimate fall corn silage supplies. "A three-week delay in harvest 
would require an additional 68 tons of corn silage for a 100-cow herd," notes Keith 
Johnson, agronomy forage specialist. Stretching corn silage with more hay, haylage, 
soybean/field pea or sorghum-sudan might be options. 
 
Tulare #1. Tulare County, Calif, is the new national number one county for agriculture 
production. Tulare's huge dairy herd made the difference, reporting a product value of 
$1.2 billion. Add a significant production of oranges ($530 million), cattle/calves ($438 
million), grapes ($362 million) and other crops (alfalfa, plums, cotton, nectarines, corn 
and peaches), and the county totaled a record $3.5 billion. Fresno County, just north, 
ranked second with $3.2 billion dollars, losing its number one rank held for several years.  
 
Best seller. One indication there's still interest in expansion in the upper Midwest: The 
Midwest Planning Service (MWPS) is mulling over prospects for a second printing of 
"Dairy Modernization Planning Guide." Last summer, MPWS printed 10,000 copies. "All 
but a few were distributed within six weeks, " says Roger Palmer, a University of 
Wisconsin dairy management systems specialist and author of the guide. Some copies of 
the guide are still available through MWPS (cost $20 plus shipping and handling.), phone 
800-562-3618 or e-mail: mwps@iastate.edu.  
 
If quota ends. A Dutch government study shows that Dutch producers would see a 15% 
decline in income short-term if milk quotas were ended in 2008. Over the long haul, 
incomes would rebound because milk production would climb 40% and cow numbers, 
30%, reports Dairy Today European correspondent Wilfried Wesselink. Currently, 25% 
of Dutch producers hold 50% of their country's milk quota. 
 
  


