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Hello, my name is William Beeman. My wife and I operate an 80 cow dairy farm in
Susquehanna County, Pennsylvama Weare members of Dairylea Cooperatwe Inc. and I
serve on its Board of Dlrectors as its 1st Vice Pre31dent and Secretary My business

address is RR2, Box 131, ngs]ey, Pennsylvama.- :

- Lappear here today on behalf of the 2,400 members of Darrylea Coop erative to urge the
| Secretary to 1mpiement thc Natlonal Milk Producers Federation (Nl\/ﬂ?F) proposai to
. update the Class I mover. Th_1s is needed due to increased costs of production and other
~ factors. D'airylea also supports the changes to Class I pr‘ic‘ing as proposed _by NMPF,
. Addit_ionally, Dairylea requests that a Decision be implemented on en'emerge__ncy and

~ expedited basis.

" Dairyleaisa member of NMPF and supports its testimony. Dairylea also supports the
- _testlmony of the Assocmtlon of Dalry Cooperatwes of the Northeast, for which Dalrylea B

1s a member.

_ Dairylea extends its gratitude to Secretary J ohanns for quickly responding to letters from .

Dairylea, NMPF, other cooperatives and individual farmers and calling this hearing.

Since. Federal Order Reform was impleniented.in 2000, there has be_en a boom and bust |
“cycle in milk prices. The following graph shows the monthly blend price fom January
2000 through October 2006, for Order No. 1, adjusted to the Central New York area (i..
mirlus $.75 pe'r hundredweight from Boston). The Order No. 1 blend price is the base

price received for Dairylea’s membership.




FMMO 1 Blend Prices, Oneida, NY,_'Jan '00-Oct '06
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During this time Iperiod there were record high blend prices in 2001 and 2004 and very

strong blend prices in 2005. The other years, milk prices have been very low.

It has been my eﬁ(perience, and in general the exljerience of the Dairylea members, that
2001 prices allowed myself and Da.lrylea members to make up for losses and mcreased

borrowmgs from the low prices of 2000. The 2004 and 2005 price levels helped

members get back t_o even for the long price depression durmg most of 2002 arid 2003. .

The low prices of 2006 have again put my farm and other Da'iry.lea members in a hole

and forced farmers fo significantly increase debt levels to make up for op etati_:;g losses,

: .-On_ my farm, the Milk Income Loss Payments (MILC) have helped but have not added

enough revenue to make up for the low blend prices,

ThlS pricing cycle is much worse than those in the past because of the significant increase
in a number of key input pnces that have resulted in a much higher cost of producmg
milk.- On my farm, hi gher energy re_lated- pnc_es_ have dramatically increased pnces for_ -
such things'as dies el.fuel, utilities, fertilizer and corn drying costs. Additionally, just'
about everything we buy has a fuel surcharge added to it. Additionally, interest rates,
hired labor wage rates and heaith, workers eoinp, fire, auto and liability insurance costs

have increased. Presently, my cost of production is $16.51 per hundredweight. This is

§3.21 higher than it was in 2002. The combination of these higher costs and low milk -




prices have made this down cycle much worse than any in the past — far'worse than in
2002 and 2003.

I believe that the resultmg financial crisis that is occumng due to h1gh nput pnces and .
low milk prices is affecting dalry fazmers across the country. Attachedis a table ﬁ'om the
United States Department of Agnculture s Bconomic Research Service. It identifies 1J.S.
milk production costs since Federal Order Reform. Between 2002 and 2005 total
operating costs have-nsen oy $1.56 per hundredweight and Total costs listed increased by
$2.43. Onmy fam, cost of p’roduetion increased even further during 2006, as I suspect it

did on most farms throughout the country.

- For most of 2006, i eoilld purehase feed at relatively inexpensive prices. For instance,
last sp_fing 1 was buying feed for $208 per ton. Now my feed bill is $262 per ton —a 26%
increase. Iam anticipating much higher feed prices for 2007 due to the growth in efhanol _

" production — which is being promoted and subsidized by the Federal government, 'At the

same time, T am not expecting input prices for other factors to decline very much. o

Although the price forecasts I have seen Show'improved milk prices for 2007 of about _

$2.00 per hundredwei ght, the'i_ncreases do. ﬁot appear to.be large e‘no_ugh to c'ever the

- increased costs and at the same time make up for the losses in 2006.

| Compouﬁdjng this will be a lower blend price that will oceur due to the implementation
“of the increased Federal Order mak_e allowances. Ed Gallegher, Dairylea_’s Vice

: Pres.ident of Economics and Risk Management, has estimated that the make allowance:
will lower Order 1 blends by $.23 per hundredwei ght during 2007. This would be an
additional $3,100 decline in revenues on my fa.rm for 2007. For Dairylea members in

total, it would bea $12 4 million loss in revenue

_ 'Dairyl'e'a respectfully requests the Secretary to adopt the NMPF proposal on an expedited

basis to offset the higher costs in producing milk to serve the Class I market.

- Thank you for allowing me to testify today.




L

DEC-12-2806 08:25

- U.8. milk production costs and returas per hundredwaight sold, 2000-2005 1/

DQIRY MARKETING SERVICES : 1 315 433 2343

P.@2

Miik cows Injectad with bST (head par fanm) 17 17 17 17

1/ Developed from survey year baass, 2000, _ :
2/ Income from renling ar lsasing dairy stock 1o other aperations; renting apace o gther dairy aperations;
€0-0p palronage dividends assoclated with tha dalry; masessment rebates, refunds and other

dairy-refated resources; and tha fertlizer value of manure produstion. o

¥ Colton seed maal, protein supplements, proteln byproduats, vitamin ar mineral supplemants, nonpratain
byproducts, alfalfa cubes or paltets, green chop, cam stalke, and antibloties and other medicated additives.
4/ Manure disposal faes, psmmits, and licenses, and odor contro! costs,

- 5/ Machinery and aquipment, and hgusing. manure handiing, and feed storage structures, and dalry breeding hand.

8/ Percent of faed cost from chargs for homegrown feed, Homegrawn feed items are chemed at thalr
markat price to reflect the opportunity coat of using the feed itams In milk production.

item . _ 2000 2001 - 2002 2003 2004
. doliars per cwt sold
Gross value of producstlon; T ' _ .
Milk _ o : 12,63 15.56 1247 - 1286 1658 15.64
Cattle _ : ' ©o1.08 112 103 117 1B 140
Other Income 2/~ . I oE - 074 .80 058 076 GBS
Total, groes valua of production , B 1428 1722 1410 1472 18.68  17.90
Operating easts:
Feed— o : _ -
Feed graing : . 1.22 1.27 147 1.61 128 1.22
Hayend siraw .~ - ' ' 1.51 1.67 1.69 167 1.71 1.89
Complets (sed mixes ' ' .- 143 . 150 1,53 182 187 1.8
Liquig whey and mifk replacer S - 008 005 0.07 0.08 011 1 01
Siiage - o _ 1.09 1.08 005 (084 0.97 167
Grazed pasture and cropland o 0.08. 0.08 0.08 0.08 0.11 0.08
Other faed tems 3/ 1.08 1,18 1,22 127 1.42 128
Total, feed costs - : : 849 675 .. 7.0 118 . 147 7.86
Vetarinary and medicine R ' : 0.85 .. 066 0.66 0.68 0.89 0.73
Bedding and ltter : : - 618 0.18 0.18 0.16 0.17 0,18
Markating ' ooo02r. 027 027 . 028 0.26 0.30 .
Cuslom services : : .53 0.54 0.53 055 055 0.57
Fuel, lube, and alectricity o 048 047 . 046 051 056 0.89
Repairs . : ' ) - 0453 0.58 0.56 0.57. 0.57 0.865
_Qther oparating costs 4/ o _ 0.01 0.01 [+ X1 % I s Y1 ¢ o001 0.01
Intereat on operating capltal ' . 028 016 G.08 005 008 018
Total, oparating ¢ost o . 9.38 9,58 874 - 988 1028 1130
Allncatad svemaad; ' _ '
Hired laber : 14 119 1.25 1.30 136 137
Opporlunity cost of unpaid labor : _ ' 354 a.48 3N 3.76 a7e - - asy
Cepital racovery of mechinery and squipment S/ -3.23 341 342 342 3.50 3.02
Opportunity cost of land {fental rate) - 0.08 0.05 0.08 0,06 0,09 o007
Taxes and Insurmnge ' _ .18 018 o8 Q.18 . 019 .20
General farm overhead ' : 0.49 0.80 0.51 0.52 0.54 057
Totel, sllocated overead - o 864 - - 802 2.13 923 94§ 1000
Tolal costs Hsted : 1802 1880 1887 1922 1983 2130
Value of production lass total costs latad . B X -1.28 <477 450 -i18 ~340
Value of production less operating costs 487 7.64 4,38 4.73 8.30. - €60
_Supporting informaton: : ' . : : ' '
" Miik cows (head per farm) : 93 95 95 96 g6 06"
Output per cow (pounda) 19974 20003 19992 20,002 20,076 20,045
Milking frequency grester than twica par day (percent of farma) 338 . 350 - 350 ase 3.66 as?
Homagrown feed cost (pereent of lotal feed cost) & 34 4 4 M M 35
18
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