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Always Interesting Times 
in the Dairy Industry
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Source: Mark Stephenson



4
Source: Mark Stephenson



5

US Pounds of Milk/Cow/Year
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Dairy Consumption
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Thousand $
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Has dairy trade liberalization been a success?

 By what measure?
 Expansion of economic pie
 Growth in low income countries
 Food security in LDC’s
 Inspired innovation and entrepreneurship
 Reduced international tensions

 What needs improving?
 Alternatives for displaced workers

15



16
Source: Marin Bozic





2016 Milk Production
State Cows (000’s) Milk/cow (lbs) Production (mil 

lbs)
Change from 
2015

1. California 1,762 22,968 40,469 -1.0

2. Wisconsin 1,279 23,552 30,123 3.8

3. New York 620 23,815 14,765 4.8

4. Idaho 595 24,647 14,665 3.9

5. Michigan 419 25,597 10,876 6.0

6.
Pennsylvania

529 20,454 10,820 0.2

7. Texas 475 22,680 10,773 4.6

8. Minnesota 461 20,967 9,666 2.2

9. New 
Mexico

315 24,479 7,711 -1.5

10. 276 24,094 6,650 0.7
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2016 Surplus/Deficit Milk Production
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Market Balancing and Coordination

 When milk supply is long or does not make it 
to a plant two possibilities:

 Distressed milk: sold at a deep discount

 Dumped milk: 0.1 to 0.2% is dumped because 
rejected or spoiled; 0 to 2% is sometimes dumped 
for lack of a market
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Milk Dumped Mideast Order (pounds)

24

0

2000000

4000000

6000000

8000000

10000000

12000000

14000000

16000000

18000000

20000000

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
2015 2016 Average 08-14



25

0

0.2

0.4

0.6

0.8

1

1.2

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

%
 o

f M
on

th
ly

  M
ilk

 R
ec

ei
pt

s

2015 2016 2017 Average 08-14

Milk Dumped Mideast Order (%)





10
11
12
13
14
15
16
17
18
19
20

		
	J
an

-…
		

	F
eb

-…

		
	A

pr
il-
…

		
	M

ay
-…

		
	J
un

e-
…

		
	J
ul
y-
…

		
	A

ug
-…

		
	S
ep

t-
…

		
	O

ct
-…

		
	N

ov
-…

		
	D

ec
-…

		
	J
an

-…
		

	F
eb

-…

		
	A

pr
il-
…

		
	M

ay
-…

		
	J
un

e-
…

		
	J
ul
y-
…

		
	A

ug
-…

		
	S
ep

t-
…

		
	O

ct
-…

		
	N

ov
-…

		
	D

ec
-…

	J
an

-…

$/
cw

t

Michigan Mailbox Class III US All Milk



28Source: John Newton



Michigan Dairy Farm Profitability
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Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

ROA % 5.5 11.3 7.0 -0.4 7.0 11.2 9.3 6.6 15.0 2.6 -0.1

Milk Price $/cwt 13.44 20.21 19.41 13.31 16.88 20.65 18.67 20.63 24.28 17.06 15.07

Purchased 
Feed $/cwt 3.74 5.32 5.56 4.56 5.06 6.01 6.14 6.81 6.97 5.89 6.15

Total Feed 
Cost $/cwt 8.29 9.55 12.54 11.35 10.14 12.56 13.02 14.00 12.95 12.20 11.10

IOFC $/cwt 5.15 10.66 6.87 1.96 6.74 8.09 5.65 6.13 11.33 4.86 3.97



Dairy Policy Issues

 Trade and NAFTA issues

 Next Farm Bill

 Potential California Federal Order





Canada and Grassland issue
 UF milk did not exist when NAFTA negotiated so not 

part of tariff rate quotas
 With all the US milk looking for a home, some UF 

milk was exported to Canada 
 Canada closed this “loophole” by creating a new 

class that could sell at world prices so manufacturers 
purchased Canadian rather than US milk

 This may violate WTO agreements
 Some WI farmers were told they would have no 

market for their milk as of May 1; all(?) found a 
market
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NMPF MPP Proposals
• Increase feed cost calculation

• Add back 10% taken out

• Use different feed prices 
• prices paid rather than received
• multiple locations for soymeal prices

• Calculate and pay monthly
• Lower premiums for margins above $4/cwt
• Expand funding for LGM-Dairy and allow 

producers to participate in both
37
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Federal Dairy Policy
• Lack of baseline will hinder efforts to improve 

MPP

• Another track is move LGM-Dairy or Dairy 
Revenue Protection to “Crop/commodity” 
category under RMA rather than “Livestock” 
categoty
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California Federal Order
 USDA AMS recommends FMMO for California
 Aligns classes with current FMMO’s
 Keeps class I quota

 USDA estimates result would be higher US cheese 
prices and lower butter and powder prices

 Next steps?
 Further USDA analysis on comments
 THEN, possibly producers vote on order



Thank You

Christopher Wolf
wolfch@msu.edu
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