








GROUP #7 
Facilitated by Jerry Hammond, University ofMinnesota 

Group No.7 focused heavily on the problems of 
current federal order pricing and developed concrete 
recommendations to "improve" the system, as well as 
adapt order pricing to a changing dairy industry. The 
group's No.1 priority issue was defined as "rationaliz
ing federal orders, state orders, and the Support Price 
Program." 

This group took a positive approach to pricing 
problems by saying that the "loss of a workable manu
facturing base price provides the industry with an op
portunity to re-examine the nation's pricing system." 
Members of the group, represented heavily by the 
processing sector, concluded that to avoid the potential 
problems associated with trying to develop a replace
ment for the Minnesota-Wisconsin price as a mover of 
class prices, the industry should simply set class I and 
class II differentials, then pool only those differentials. 
This would eliminate federal order minimum prices, 
including the minimum blend price, and allow proces
sors to forward contract for milk supplies. The result not 
only would put cooperatives and privately held proces
sors on a more equal footing when competing for milk, 
but would also reduce market risk. 

The group further decided that pooling over larger 
manufacturing areas would help reduce regional con
troversies regarding the current level of class prices, or 
Class I differentials. In the extreme, participants said, 
pooling could be national. The group also noted a need 
to mesh federal order pricing with California price 
regulation, but offered no recommendations. 

As its second most important issue, Group No.7 
chose environmental regulations at the farm level. Par
ticipants suggested that the dairy industry develop envi
ronmental standards, rather than wait for environmental 
groups to propose standards for the industry-a stance 
consistent with recommendations made by conference 
speakers. Regulations should be uniform and consistent 
across regions of the country to reduce inequities at the 
farm level, the group said. To accomplish this, the 
industry could consider using a forum modeled after the 
National Conference of Interstate Milk Shippers 
(NCIMS). NCIMS is a biannual conference of state 

regulators, industry, and Food and Drug Administration 
(FDA) representatives. A similar environmental con
ference may include state, or county, regulators and 
representatives from industry and the Environmental 
Protection Agency (EPA). 

The group's final priority issue was "facilitating 
industry adjustment to a market with greater price 
instability and international components." An interest
ing discussion regarding the need for more timely 
market statistics developed regarding this issue. Partici
pants acknowledged that federal order data provides the 
industry with far better information than what other 
commodity industries have available, but in the realm of 
inventories, sold data is sorely lacking--creating even 
more price instability. "Did the cheese exchange just 
move 2 cents because it wants milk? It's out of inven
tory? Or because inventory is of the wrong form?" said 
one participant, describing his frustration with inven
tory data. "Panic shoots prices through the moon. It just 
gets crazy," he added. 

To reduce price instability, the group suggested 
wider use of forward contracts-which coincides with 
its pricing recommendation-and better industry data 
on both inventories and consumption. How to reduce 
the even greater price instability that could result from 
international trade was addressed, but no concrete rec
ommendations made. Group members were not sold on 
current proposals for an export board. 

Other problems defined by the group that did not 
make it to priority status can be classified into three 
main areas: farm operations, marketing and interna
tional trade, and ongoing issues that impact the future of 
the industry. In the first category, the group saw a need 
for policy to address the changing structure of the 
industry at the farm level, facilitate improved farm 
management, and create better ways for producers to 
evaluate new technologies, such as rBST, and facilitate 
faster adoption of such technologies. 

In the realm of marketing and international trade, 
this group defined the issues well, but had more ques
tions than answers: how can the U.S. compete interna
tionally, given its high domestic price of milk? How 
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should the marketing industry respond to the use of 
biotechnology? And what can the industry do to resolve 
the conflict between international trade and domestic 
price instability. A suggestion was also made that mar
keters focus on value-added products rather than com
modities to carve a niche in international markets. 

Ongoing problems impacting the future of the 
industry as defined by this group were the continuing 
decline in per capita consumption of dairy products and 
intense regionalism that leads to divisiveness on all 
issues. The group questioned whetherregionalism should 
be addressed through legislation. 

Priority Issues 

1.	 Rationalizing federal orders, state orders, and price 
support 

• Loss of manufacturing base price is an op
portunity to re-examine entire system 

• Fixing differentials only, pool differentials, 
eliminate minimum pricing 

• How to mesh federal orders with California 
regulation 

2.	 Environmental regulations and dairy farming 
• Industry proposed standards 
• Unifonn and consistent 
• Consider fonn and procedures of the Na

tional Conference of Interstate Milk Ship
pers 

3.	 Industry adjustment in a market with greater price 
instability and increased international components 

• Wider use of forward contracts 
• Better industry data, both inventory and 

consumption 
• Is an export board needed? If so, what fonn 

and functions? 

All Issues: 

Milk production and farming 
• Environmental issues 
• Pricing 

a. management and profit of farms 
b. changing structure of dairying 

• Technology 
a. how to evaluate rBST 
b. how to change oradapt to new technol

ogy 

• Price security and stability 
• Improvement of dairy farm management 

Markets and international trade 
• Howcan U.S. compete internationally, given 

high domestic price? 
• How does marketing industry respond to 

use of biotechnology? 
• Inadequate market infonnation 
• How would industry operate in freer mar

ket? 
• Products vs. commodities in export markets 
• Conflict between international trade and 

price stability 
• Marketing board or private exporters? 

Dairy policy 
• Declining per capita dairy consumption 
• Industry adjustment to fewer or no govern

ment programs 
• Regionalism leads to divisiveness	 on all 

issues; should it be dealt with by legislation? 
• Challenge of a nationally coordinated pric

ing system 
• Federal Milk Marketing Order Program 

a. base price 
b. component pricing 
c. differentials 
d. procedures 

•
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EPILOG
 

At the time this paper was written, nine months 
• after the Invitational Workshop for Dairy Economists 

and Policy Analysts was held in Minneapolis, several 
changes had occurred in the dairy industry and in 
Congress. But has anything really changed the future of 
U.S. dairy policy and the dairy industry? No. The 
industry continues down the path of consolidation to
ward larger farms, larger cooperatives, and larger pro
cessors producing ever larger volumes ofmilk and milk 
products. Regional diversity ofopinion as to what dairy 
policy should be is as strong as ever with growing 
factions within regions in today' s national dairy market. 

The political atmosphere of the nation and politi
cal makeup of Congress has changed drastically, but 
that is likely to have little affect on the path dairy policy 
will take. In the November 1994 elections, the Repub
licans swept both the House and Senate. Sen. Richard 
Lugar, Ind., became chair of the Senate Agriculture 
Committee. Rep. Pat Roberts, Kansas, took over the 
House Agriculture Committee, and Wisconsin's Steve 
Gunderson now heads the House Livestock, Dairy, and 
Poultry subcommittee. With Gunderson in charge, hope 
in the Upper Midwest has been renewed that someone 
friendly to the region's concerns is in a position to make 
a difference. Along with the new make up of the 
agriculture committees, the appointment of Secretary 
of Agriculture Dan Glickman could forestall any major 
decisions on dairy policy as all try to get a handle on the 
most complex ofall agriculture programs-dairy. More
over, the newly empowered Republicans are unlikely to 
make any sweeping changes to agriculture programs, 
potentially alienating their rural constituents with the 
November 1996 elections so close at hand. 

A series of field hearings on the 1995 farm bill 
confirmed that the issues in the dairy industry have 
changed little over the past decade, with perhaps one 
exception: the cry for supply management has lost its 
poignancy as the producer segment of the industry 
accepts the futility of its attempts to enact such a 
program in a world moving toward open trade. 

Most regions, the Southeast, Northeast, and much 
of the Southwest, generally support the status quo. 
Upper Midwest producers-now joined by Washing
ton state producers--eontinue to sound their battle cry 

to "level the playing field" through changing or elimi
nating Class I differentials-an issue that likely will be 
revisited through the hearing process, not within the 
context of the 1995 farm bill. Likewise, other issues, 
such as orderconsolidation, a permanent M-W replace
ment, and how to reconcile California state pricing with 
federal order pricing, are likely to be handled through 
federal regulation, not legislation. 

To further hinder change, USDA budgets and 
departments have been cut drastically in an effort to 
streamline government. The time involved in the hear
ing process-already a thorn in the industry's side-is 
not likely to improve anytime soon. 

Yet, change is upon us. South American countries 
are being considered for accession to the North Ameri
can Free Trade Agreement and the General Agreement 
on Tariffs and Trade was implemented on Jan. 1,1995. 
Information and knowledge about market access to 
international markets and foreign markets, in general, is 
sparse in the U.S. as evidenced by participants at the 
workshop. Change has occurred more rapidly in the past 
decade than in any other in the history of the industry, 
but legislation and regulation have been slow to keep 
pace-market factors are in control. 

The move away from regional dairy markets to
ward a national market and the fast-paced decline in 
dairy farms, dairy cooperatives, and dairy processors 
was of major concern to those who attended the first 
InvitationalWorkshop for Dairy Economists and Policy 
Analysts. Participants viewed the Federal Milk Market
ing Program as inadequate to deal with today's fast
paced change, or at least insufficient to facilitate that 
change. Nearly all of those present (88%) indicated that 
they would be interested in attending a future workshop 
on the Federal Milk Marketing Order Program. 

Thus, the 1995Invitational Workshopfor Dairy 

Economists and Policy Analysts has been 

scheduled for October 24 & 25, 1995, in Kansas 

City. The workshop will focus on implementation 

of the expected 1995 Farm Bill. 
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ApPENDIX A. WORKSHOP PARTICIPANTS
 

• Mr. Craig Alexander Dairy Institute of California CA 

Mr. Edward D. Anna Dairylea Cooperative Inc NY 

Dr. Don Ault Ag-Nomics Research Associates MN 

Mr. Neal Bjornson Associated Milk Producers, Inc TX 

Mr. Mike Brown National All-Jersey, Inc OH 

Mr. Silvio Capponi, Jr USDA-AMS-Dairy Div DC 

Mr. Rodney K. Carlson Milk Marketing, Inc OH 

Mr. Paul Christ Land O'Lakes, Inc MN 

Thomas W. Cosgrove U.S. Senate Agriculture Committee DC 

Dr. Thomas Cox University of Wisconsin 
....................................................................... Dept. of Agr. Economics 

WI 

Mr. Nelson Coyle Canadian Dairy Commission 
....................................................................... Policy & Program Analyst 

CANADA 

Dr. Robert Cropp University of Wisconsin 
....................................................................... Dept. of Agricultural Economics 

WI 

Dr. Lynn Daft Abel, Daft & Earley VA 

Mr. Jerry Dryer The Jerry Dryer Group IL 

Nicole Dumas Kraft General Foods IL 

Mr. David Dyer VA 

Mr. Paul Farris Purdue University 
....................................................................... Dept. of Agricultural Economics 

IN 

Mr. Richard Fleming Market Administrator 
....................................................................... TexaslNew Mexico Mktg. Area 

TX 

Mr. William G. Francis Market Administrator's Office NY 
....................................................................... NY-NJ Milk Marketing Area 

Mr. John Frank U.S. House Committee on Agric 
....................................................................... Republican Consultant & Counsel 

DC 

Mr. John Fridirici. Grande Cheese Co WI 

Mr. Edward Gallagher Market Administrator's Office 
....................................................................... NY-NJ Milk Marketing Area 

NY 

Marcia Glenn Kraft General Foods IL 

Steven Halbrook Farm Foundation IL 

Mr. Bob Hall Upstate Milk Coop., Inc NY 

• 
Dr. Larry G. Hamm 
. 

Michigan State University 
Dept. of Agr. Economics 

MI 

Dr. Jerome W. Hammond University of Minnesota MN 
....................................................................... Dept. of Agr. & Applied Econ. 

Dr. Harold M. Harris Clemson University 
....................................................................... Dept. of Agr. & Applied Economics 

SC 

Mr. Monte L. Hemenover Monsanto Company MO 
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Mr. John Hitchell The Kroger Co 

Ms. Fran Howard 

Mr. Stewart G. Huber Farmers Union Mlk. Mktg. Coop 

Mr. Cary Hunter Market Administrator 
....................................................................... TexaslNew Mexico Mktg. Area
 

Dr. Robert E. Jacobson Ohio State University 
....................................................................... Agricultural Economics Dept. 

Dr. Ronald Knutson Texas A&M University 
....................................................................... Dept. of Agr. Economics 

Mr. Paul Kybun Market Administrator 
....................................................................... Upper Midwest Mktg. Area (No. 68) 

Ms. Mary Keough Ledman Stella Foods, Inc 

Mr. Bruce E. Lee Hershey Chocolate Co 
....................................................................... Commodities Operations Dept. 

Mr. Tom Little Dairymen, Inc 

Mr. Joseph C. Mathis Eastern Milk Prod. Coop., Inc 

Mr. John Mengel USDA-ASCS-DAAD 

Dr. James Miller U.S. Dept. of Agriculture 
....................................................................... ERS-CED-LDP-Dairy 

Mr. Lyle Newcomb Dept. of Agriculture & Markets 
....................................................................... Div. of Dairy Services 

Dr. Andrew Novakovic Cornell University 
....................................................................... ARMEDept. 

Dr. Kenneth Olson American Farm Bureau Federation 
....................................................................... Dairy Department 

Dr. Albert J. Ortego, Jr Louisiana State University Agr. Center 
....................................................................... Div. Ldr., La. Coop. Ext. Servo 

Dr. Joe Outlaw Texas A&M University 
....................................................................... Dept. of Agr. Economics 

Mr. Michael Reinke Kraft General Foods, Inc 

Mr. Dennis Schad Atlantic Dairy Cooperative 

Dr. Mark Stephenson Cornell University 
....................................................................... ARME Dept. 

Mr. Richard Stillman USDA-ERS 
....................................................................... Leader, Dairy Research 

Mr. Michael Suever Lehigh Valley Dairies, Inc 

Ms. Sue M. Taylor Leprino Foods 

Ms. Michelle Thorn Inst. for Ag & Trade Policy 

Ms. Audrey F. Throne Hershey Chocolate Co 

Mr. James Tillison Alliance of Western Milk Producers 

Mr. William C. Tinklepaugh Master Dairies, Inc 

Ms. Laura Topel Kraft General Foods 

Mr. John Urnhoefer Wisconsin Cheese Makers Assn 

Dr. Robert Yonkers The Pennsylvania State Univ 
....................................................................... Agr. Econ. & Rural Soc. Dept. 
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ApPENDIX B. WORKSHOP EVALUATION
 

•	 Summary 

Overall, both the attendees and non-attendees felt 
that holding the workshop was a good idea. Attendees 
conveyed a high satisfaction level and thought the 
workshop was successful. Factors that influenced at
tendance were governmenttravel restrictions and sched
uling conflicts. Cost had a small bearing on the decision 
whether to attend or not. 

The overwhelming response (96% attendees and 
94% non-attendees) to holding future workshops like 
this gave the committee a clear mandate. Sixty-one 
percentofthe attendees felt the workshop should be held 
every year, while another 35% felt every other year was 
sufficient. Holding a workshop on Federal Milk Mar
keting Orders was viewed positively by 88% of both 
groups. Other topics the group was interested in were 
GAIT and systems, or pricing, of milk. 

Most attendees' comments were favorable con
cerning the workshop's format and implementation. 
The biggest concerns dealt a more convenient hotel and 
starting the sessions on time. Favorablecomments were 
made about the content and group interaction. The 
overall message was to continue with this endeavor. 
Attendance and participation will continue and prob
ably increase if the content and format address the 
issues dicussed in the first workshop. Specific re
sponses by attendees and non-attendees are provided in 
the following tables. 

Analysis 

Of the 33 participants who filled out the post
conference questionnaire, 73% were trained as econo
mists. Twenty-nine, or 88%, were currently working in 
the field ofdairy economics orpolicy. All of the various 
sectors of the industry were represented. However, 
government employees were by far the largest group in 
attendance. Nearly half were employed in government. 
Producer and processor organizations were equally 

• represented, with 18% of the participants working in 
each sector. Twelve percent were employed by univer
sities and 12% represented lending institutions, non
profit organizations, or were private consultants. 

The subject of the conference, the 1995 Farm Bill 
and Beyond, was the main reason the participants de

cided to attend the conference. All of the participants 
said the subject of the workshop influenced their deci
sion to attend. But the opportunity to talk with fellow 
economists and analysts was also a major drawing point 
for participants, with 61 % saying it was a major factor 
in their decision to participate and 36% a definite factor. 
The opportunity to hear the views of those making 
presentations at the meeting was also a major drawing 
point for 55% of those who filled out a questionnaire, 
while 30% indicated it was a definite factor in their 
decision. 

For the most part, participants felt neutral to 
positive about the cost and location of the conference. 
Most (85%) thought the cost of the conference was 
reasonable and 82% did not think the location inconve
nient. 

Most heartening of all when analyzing the survey 
results was the fact that 97% said they would attend 
similar workshops on a regular basis ifgiven the chance. 
Nearly two-thirds (61 %) said they would attend such a 
conference every year while 35% said they would 
attend every two years. The remaining 3% said they 
would attend another workshop on the 2000 farm bill. 
When asked whether they would attend a workshop on 
federal milk marketing orders, 88% responded affirma
tively. 

Participants also were asked to suggest topics for 
future workshops. Six people indicated that they would 
like to attend a workshop on trade and market develop
ment. Five topics were suggested by two people each: 
update of this workshop; environmental issues facing 
the industry; future strategic planning; measuring policy; 
and alternative forms ofpricing. Other topics suggested 
by single individuals were: processor technology; pro
motion programs; government's role in the industry; 
how to change the system; industry structure; producer 
education; class 1lI and llI-a pricing; regional cost of 
milk production; and conversion to a market economy. 

Participants were asked what they liked best about 
the workshop. Three-fourths said the professional inter
action. Twelve percent liked the presentations given by 
committee members, while a much smaller percentage 
indicated that the question and answer sessions follow-
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ing the presentations, the attempt at future planning, or 
the subject of the conference were the most valuable 
aspect of the workshop. 

Opinions as to what was the worst aspect of the 
workshop were much more varied. Fifteen percent said 
too much time was spent on "backgrounding." Twelve 
percent thought a lack of focus in the discussion groups 
was the most frustrating aspect. Other aspects deemed 
"the worst part of the workshop" received comments by 
threeorfewerpeople. Those comments follow: finding 
the hotel or the distance from the hotel to the airport; 
pretense of objectivity; travel cost; being limited to one 
discussion group; lack of a next step; lack of written 
materials during the conference; lack of issue identifi

cation prior to the workshop; too much noise during the 
discussion session; discussion groups too small; too 
much structure; and overall too short. 

The general comments made by the participants • 
were mixed. Fifteen percent complained that there was 
no action plan incorporated into the workshop. Nearly 
the same number of people indicated that they were 
pleased with everything about the workshop. Several 
people thought there should have been more time de
voted to the discussion groups and less time to the 
presentations. Others asked for more focus, more out
side input, and more leadership from university econo
mists. 

• 
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Workshop Evaluation 

• 
Attendees Summary 

1. What factors influenced your decision to attend this conference? 

Strongly 
Agree 

a. Subject of conference 88 
b. Chance to talk with fellow economists/analysts 61 
c. Chance to hear dairy economists present information 

and viewpoints 55 
d. Cost of conference, including travel is too high 9 
e. My organization's travel budget is too tight 21 
f. Location (city) is convenient 24 

Percent Responses 

9 0 0 
36 0 0 

30 12 0 
6 43 21 
3 27 24 
9 49 9 

Strongly 
Disagree 

3 
3 

3 
21 
24 

9 

Mean 

1.21 
1.49 

1.67 
3.39 
3.27 
2.69 

2. What did you like most about the Workshop? 

3. What did you like least about the Workshop? 

4. Would you like to attend another Workshop like this? a. once a year 
b. every two years 

. c. other _ 

d. never again 

Percent Response 
61% 
35% 

3% 
0% 

5. Would you be interested in a future Workshop 
focused on Federal Milk Marketing Orders? 

a. no 
b. yes 

12% 
88% 

6. What other topics would you like to see covered in future Workshop? 

7. Please circle all of the following which apply to you: 

a. trained as an economist 
b. worked in economics/policy analysis 
c. producer organization 
d. processor organization 
e. other industry 
f. other (list) 
g. government 
h. university 

Percent Response 

73% 
88% 
18% 
18% 
3% 
9% 

49% 
12% 

Number 

24 
29 

6 
6 
1 
3 

16 
4 

8. Please give us any general comments you would like to make. 
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Workshop Evaluation 

Non-Attendees Summary 

1.	 What factors influenced your decision to attend this conference? 
___ Percent Responses __ 

Strongly	 Strongly 
Agree Disagree Missing Mean 

a. Subject of conference 3 0 3 21 
b. Chance to talk with fellow economists/analysts 3 0 6 15 
c. Chance to hear dairy economists present 

infonnation and viewpoints 3 0 3 18 
d. Cost of conference, including travel is too high 15 18 21 15 
e. My organization's travel budget is too tight 18 24 9 12 
f. Location (city) is convenient 3 6 24 21 

2.	 Would you like to attend another Workshop a. yes 
like this? b.no 

3.	 If yes, would you be interested in a future Workshop a. no 
focused on Federal Milk Marketing Orders? b. yes 

4.	 If yes, what other topics would you like to see covered in a future Workshop? 

5.	 Please circle all of the following which apply to you: Percent Response 

a. trained as an economist	 82% 
b. worked in economics/policy analysis	 79% 
c. producer organization	 27% 
d. processor organization	 18% 
e. other industry	 0% 
f. other (list)	 0% 
g. government	 35% 
h. university	 29% 

6.	 Please give us any general comments you would like to make. 

29 
27 

27 
27 
27 
32 

44 
50 

50 
6 

12 
15 

Percent Response 
94% 
3% 

12% 
88% 

4.46 
4.48 

4.52 
2.72 
2.68 
3.57 

Number 

28 
27 

9 
6 
o 
o 

12 
10 

• 
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OTHER AGRICULTURAL RESOURCE. AND MANAGERIAL ECONOMICS
 
EXTENSION BULLETINS 

., 

ORDER NO.	 AUTHOR(S) 

E.B.	 95-02 Eand Succession Planning for Small Businss Loren W. Tauer 
Owners Dale A. Grossman 

E.B.	 95-03 Micro DFBS: A Guide to Processing Dairy Linda D. Putnam 
Farm Business Summaries in County and Wayne A. Knoblauch 
Regional Extension Offices for Micro DFBS St art F. Smith 
Version 3.1 

E.B.	 95-04 DFBS Expert system for Analyzing Dairy Linda D. Putnam 
Farm Businesses, Users' Guide for Version Stuart F. Smith 
5.0 

E.B. 95-05 The Evolution of Milk Pricing and Eric M. Erba 
Government Intervention in Dairy Markets Andrew M. Novakovic 

E.B. 95-06 The Evolution of Federal Water Pollution Gregory L. Poe \ 
Control Policies 

E.B.	 95-07 An Economic Evaluation of Two Alternative Eric M. Erba 
Uses of Excess Capacity in the Milking Wayne A. Knoblauch 
Parlor , 

A Presentation Guide to: The U.S. Food Edward W. McLaughlin 
Industry Kristen Park 

I ~ 

E.B. 95-09	 Dairy Farm Business Summary Stuart F. Smith 
Western Plain Region	 1994 Linda D. Putnam 

Jason Karszes 
Michael Stratton 
David Thorp 

E.B. 95-10	 Dairy Farm Business Summary Stuart F. Smith 
Northern New York Region	 1994 Linda D. Putnam 

George Allhusen 
, Patricia Beyer 

Anita Deming 
Richard Spaulding 
George Yarnall 

' ..1-	 L 

These pUblications should be requested from:	 Bonnie Gloskey 
Publications Office 
Cornell University 
42 Warren Hall 
Ithaca, NY 14853 
607/255-2102 




