2-15-1995 18:10PM  FROM JOHN VETNE. ESQ 978 465 8987 - P.a

‘PEPARTMENT OF AGRICULTURE
DFFICE . OF. . THE SEGRETARY. . .. ... .. . .
_ WASMINGTON/ b.c. zozso

AN 31 2008

The Honorable Don Sherweod
-U. S. House of Representatives
.- 1223 Longworth House Office Building
Washington, D.C. 20515-3810

- Dear Congressman Sh'erwbod:

Secretary Veneman asked-me to respond 10 your letter of October 17, 2002, co-signed by several
other members of Congress supportmg a request for a hearing on a proposal submitted by Dairy
Farmers of America (DFA) that would establish a “drought ad_;ustment surcharge” on Class | and
Class I pnces : :

USDA. adrmmsters the Federal M1Ik Marke:tmg Order (FMMO) Program. The obj ectives of the

FMMQO Program are to assuré an adequate supply of milk for the fluid market and to create an

orderly structure under which farmers can market milk'year round - a structure which better

~ belances the market power between dairy farmers and their cooperatwes (the sellers) and milk
_handlcrs (the buyers) The FNMO Pro gram is a marketmg tool, not a price support program,

' After reviewing the DF A proposal to add a surcharge to FMMO Class I and Class II prices to
compengsate farmers for additional feed costs brought on by drought conditions, USDA dec:ded
not to hoid a hearmg on the proposal. The bases for this decision are:

IR The p_roposai would result in higher prices for Class I raw milk that are not.
marketing-cost justified; which would likely result in Class II buyers substituting
 butter and nonfat dry milk (lower priced Class IV products) for Class If raw milk; ~

2. . Adding a surcharge to Class I and Class I prices would provide substantally
different benefits to farmers depending upon their location. For example, the -
farmers in the Florida FMMO, which has bigher Class ] utilization of about
90 percent, would benefit greatly from such a surcharge for milk used in Class .
products. However, thers would be substantially less benefit to producers
marketing milk in the Upper Midwest FMMO where only about 20 percent of the

- - milk is tsed in CIassI

3. The proposal would not prowdé any relief to dairy farmers who market mitk =
outside the FMMO program, which is about 30 percent of the mzlk produced in
'the Um[ed States; and : :
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USDA has recogmzed that the availability and prices of grains and foragcs have
~ been a burden for some daixy farmers because of the drought. As a result, USDA
- has already taken action to provide assxstancs 1o those 1mpacted The USDA .
' acnons include: S '

Amending the Non-Insured Crop Disaster Assistance Program to implement

- the statutory elimination of the area loss requirernent so that individual -
) producers losses of forage. produced for amma] consumption are covered;

, Prowdmg $957 miltion for direct payments to assxst lwesrock famlers
 affected by drought. This cash assistance was made available to farmers

with livestock on 4 statewide basis in 7 States and to specified, hard hit
counties in 30 other States. Dairy farmers in the dcsxgnatcd drought aceas
who applied received $31.50 per cow and $13.50 per hcad of young stock

for animals owned or leased as of June 1, 2002;

Esta‘ohshmg “Hay Net, a wcbmte for farmers to hst the geed for or the

“availability of hay;

© Allowing the emcrgency haying and gx azing of Conservauon Reserve |
: Program o.creage and : : :

. Ta}ung steps {o reduce the burdensome stocks of government-owned nogfat

dry milk which are overhanumg the market and delaymg any milk pnce
TecoVery.

We at USDA are aware of the finzmclal stress facmg the nation’s fanners and are workmg to
- provide assistance through various pro grarms. Agaln thank you for wntmg to share your
- concerns on this important issue.

,Smcercly,

Qwﬁﬂmm

Richard M. McKee

Deputy Administrator

Dau’y Pro grams.




