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Deccrnb~ 4, 2000 

The Honorable Secretary of Agric~Iru~ Dan GEckman 
United States Dep~rtmeut of Agriculture 
.W~hin~on, D.C. 20250 

Dear 5e, cr~tz.~ Glickman: 

We write in response to your tentative final decidon on Class ITI and IV pt'icc formulas for all 
milk marketing orders. We urge you to reconsid~ a number of aspects of your decision before 
implemertl~,ng it. 

Over the past six months, ll~ l~ote;.n price formula and the u~,w Class I mover hav~ hurt the 
ability of our dairy markets to Rmcdon and l~vo dispmpcn-tionately hml producer's in orders with 
.high Class, Ill utilization. W~ urge you to reconsider your tentative rule and to instruct the Food 
and Agricultu~l Policy Re,seth Insdtut~ to study the impact on America's dairy indust~ of 
bo~ ~e  ~'anuary 1, 2000, reforms and your most rcceut proposal. 

The cun'eRt protein pd.c¢ formula, m which the protein v-~uc is neg~4vely r¢lat~l to butter pric~, 
is seriously flawed wh~ bar~  prices a~ out of line with c.h~sc prices. With cun-~t produ~ 
prices for cheese, whey, aud nonfat dry milk, the recent incr~,se in butt~- pric~ to $1.85 will 
yield a protein price of less than $.50 per pound. This formula i~ clearly inequitable to Chss I]I 
producers: The associated Class l~I skim price is less than $2.00, and ~c Cl~s El whole milk 
price is $9.30. Thee historical]yCid',k prices compare with Class IV s~m and whole milk prices 
of $7.76 and. $14.89. 

We arc also deeply concerned that flaws in the cmreat system have hindered the abil~ of USDA 
eff~tivdy to maintain the $9.90 ~pport irate. Curr~t pric~ i~dic.~ that the Class m pri~ is 
$I .33 below the suFportpdc¢. Ev~ with the proposed new Class El/formulas ~ d  eua~t  pd¢~ 
for other dah-y products, the Class HI price will fall short of the support price by $,40 p~r cwt. 

We r~cog~.e that you have made an effort to address this issue through your decision to ~'ovidc 
for separate butterfat In'ices f¢~ milk used in Class/.II and Class IV. We are ccmc~med, however, 
that your aaalysis scums to ia~catc that the adjustments will result in a wider price $a~ betwe~ 
Class ~ ~d rv due tQ a gze.a~r boost for Clzss IV l:S'ic~ r~ladvc to the Class EI increase. Our 
m~alysis indicates that use ef tl~c new formul~ from hnuary ~ugh Novembw 2000 would have 
in~scd the average C'la~ IV.Class Ill pri~c gap by almost $.20 p~ cwt 

• Urdoss th~c formula problems ate ~Iress~,  they, along with the use of the high~ of the 
advaaced Class m or advanced Class IV price, will re.~'ult in the gap b e t ~ n  Class m and IV 
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prices to continue. 

Because of~s widening gap, we ~ also couce~3ed ~a/~ your decision you =xpr~sed that you 
lacked the ability to replace the existing C']a,~ I mover with a weighted average Of the advanced 
Class m and Cla.~ IV pricc.s. D u n g  the hearing, ~ e  ~ t i v c  law judge accepted 
te,,cdmoay regarding such a proposal and also ruled ~ it was within your ability to make the 
proposed changes. We urge you to reconsider your decision and ref)Lu~e the cun'~at Claas I 
mover w ~  a wdghted average of the advanced Class ITI and Class IV [:)rices based on the 
pordcm of man..Ok-tlffed ~ used for Class Ill and IV.duz-ing the previou~ ye~. 

Mr. Secretary, these are d~cult  times for our dah-y industry. T]~s month, USDA announced that 
the Class m milk price will be at $8.57 per htmdrcdwdght. This price is more than a dollar 
below the In'ice support level of $9.90, and would be the lowest level in ov~ twenty years. You 
can take a common sense s t~  to r e ,  re rarionali~ to our dairy m a ~  by tmplcmen~ thuc 
reforms. 

With respect and apprecia~o~ we look f ~  to work'ir~ E wi~h you..oo this i ~ t  issue. 

Sta~b', 
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