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 August 5, 2013 

 
TO: Pool Handlers on the Northeast Order  
 
FROM: Erik Rasmussen, Market Administrator, Boston, Massachusetts 
 
SUBJECT: Request to Revise Fall-Month’s Shipping Percentages Granted 

 
   

  On June 14, 2013, pool handler, Queensboro Farm Products, Inc. (Queensboro), an operator of a supply 
plant under the provisions of the Northeast Marketing Area (Northeast Order), submitted a request that the 
shipping percentage specified in Section 1001.7 (c) (2) for the months of September, October, and November be 
lowered from 20 percent to 15 percent for pool supply plants regulated under the Northeast Order. 
 
Section 1001.7 (g) of the Northeast Order states that the shipping percentages under the above provision may be 
increased or decreased by the market administrator if after conducting an investigation and soliciting comments 
the market administrator determines that such adjustment is necessary to encourage needed shipments or to 
prevent uneconomic shipments.    
 
Petition  
 In their petition Queensboro cited declining Class I sales, a decline in the number of Class I customers 
seeking to purchase milk for Class I usage, their observation that Class I customers have not called upon 
Queensboro to sell them milk, and a comment that they, as a long-standing participant of the northeast dairy 
industry, were unaware of any instances where Class I needs have not been covered.  Queensboro also stated 
that a provision of the Order that allows for handlers who operate two or more supply plants to form a “system 
of plants” and thereby attain the applicable shipping percentage requirements jointly in the same manner as a 
single plant puts stand alone supply plants at a disadvantage.  The petitioner stated that being an independent 
single plant operation, their existing business structure does not allow them this opportunity, which the 
Northeast Order provides other operators of multiple supply plants.  In addition, as one of two independent 
supply plants remaining on the Order, this seems to discourage entrepreneurship and penalize small businesses.  
Queensboro states that to fulfill the 20 percent shipping requirement, they would have to make uneconomical 
and unnecessary movements of milk that would result in higher hauling costs to their producers.  Any additional 
cost to either producers or to a small company, the petitioners state, could jeopardize both of their viabilities. 
 
Summarized Handler Comments 
 Alouette Cheese USA (Alouette), operator of a pool supply plant on the Order (aka Fleur De Lait), 
submitted comments in support of the reduction.  Alouette cited factors including fewer distributing plants, a 
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decline in the pounds of milk needed for Class I, and a discussion citing their perception that independent supply 
plants face a greater burden to comply with the Order’s shipping requirements than do a group of plants 
operated by the same handler and organized as a system of plants.  Alouette stated that reducing the diversion 
requirement would be a reasonable step to correct a developing inequity and this adjustment would make it 
easier for an independent plant to qualify without added costs. 
  
 The Greater Northeast Milk Marketing Agency (GNEMMA) submitted comments stating that they did not 
oppose the reduction in the shipping percentage for the period September through November 2013.  
GNEMMA’s member cooperatives are: Agri-Mark, Inc.; Dairylea Cooperative, Inc.; Dairy Farmers of America, 
Inc.; Land O’Lakes, Inc.; Maryland and Virginia Milk Producers Cooperative Association, Inc.; St. Albans 
Cooperative Creamery, Inc.; Upstate Niagara Cooperative, Inc.; and Dairy Marketing Services, LLC.  All of 
these organizations are cooperative association handlers regulated under the provisions of the Order who must 
comply with the shipping provisions under Section 1001.7 (c) (1) and (2).  
 
 GNEMMA cited declines in Class I sales at a time when producer milk on the Order has increased, noting 
that at this point it appears such trends are likely to continue into this autumn.  GNEMMA also noted the recent 
closure of a pool distributing plant in Maine, the announced closure of a distributing plant in the southern 
portion of the marketing area to occur within the next 60 days, and changes by large retail chains in the 
Northeast in terms of their fluid milk supplies as factors.  GNEMMA also noted that the northeast marketplace 
is undergoing significant changes relative to expansion and construction of significant size dairy manufacturing 
plants that could escalate the demand for producer milk and potentially lead to milk availability issues for fluid 
milk plants in future periods.  In light of the unsettled nature surrounding the northeast marketplace, but while 
not opposing the lowering of the shipping percentages, GNEMMA stated that such an adjustment should only 
apply to the months of September, October, and November 2013, and not to other current or future time periods. 
 
 Comments in opposition to the requested change were jointly submitted on behalf of Dean Foods Company; 
Elmhurst Dairy, Inc.; Morningstar Foods, LLC; and Readington Farms, Inc.  All four are handlers who operate 
pool distributing plants regulated under the Order.   While acknowledging a general decline in Class I needs, the 
joint comments cited particular uncertainty in production and demand conditions, at this point of the year, due to 
weather and potential poor crop conditions impacting future milk production.  Therefore, it was difficult to make 
a decision to reduce shipping requirements to distributing plants at a time of the year when milk production is 
generally shortest.  This respondent also noted significant increases in Class II manufacturing plants and the 
potential challenges this may place on the availability of producer milk for fluid needs.   
 
Findings 
 Qualification of a supply plant on the Northeast Order is driven in large part by the number of plants 
processing milk for Class I consumption together with the demand for Class I fluid milk products.  When the 
Order commenced operations in 2000, there were 60 pool distributing plants physically located within the 
northeast milk shed and pooled on the Order.  As of June 2013 the number of pool distributing plants within the 
milk shed and pooled on the Order has dropped to 50, with one of the 50 recently announcing that it will be 
closed within 60 days.  This represents an 18 percent decline in the number of distributing plants physically 
located within the region who are seeking milk to be processed into Class I products.  
  
 Mirroring a national trend, the consumption of fluid milk products has declined in the Northeast.   A 2012 
review of annual sales of fluid milk products in the Northeast Marketing Area, as reported by pool handlers 
regulated under the Order, totaled 8.3 billion pounds - down 2.6 percent from 2011 (adjusted for leap year in 
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2012) and the largest year-over-year decline since the Order’s inception.  The 2012 results follow a decrease of 
2.3 percent for 2011.  As comparison, nationally U.S. sales of fluid milk products were calculated to have 
dropped by a smaller 1.7 percent from 2011 to 2012.   
 A May 2013 research study by USDA’s Economic Research Service (ERS) “Why are Americans 
Consuming Less Fluid Milk?  A look at Generational Differences in Intake Frequency” states the following 
regarding fluid milk consumption trends with possible future implications: 

Americans are drinking less fluid milk, on average.  In this study, ERS researchers find that declining 
consumption since the 1970s reflects changes in the frequency of fluid milk intake, rather than changes in 
proportions.  More recent generations of Americans show greater decreases in consumption frequency, 
holding constant other factors such as education and race.  The majority of Americans born in the 1990s 
consume fluid milk less often than those born in the 1970s who, in turn, consume it less often than those 
born in the 1950s.  All other factors constant, as newer generations with reduced demand gradually replace 
older ones, the population’s average level of consumption of fluid milk may continue to decline (emphasis 
added). 
 

  According to July 2012 U.S. Census Bureau data, the population for the 11 Northeast states and the District 
of Columbia, approximating the geographic territory of the marketing area of the Order, has risen by 5.6 percent 
from 2000.  However, despite this growth on an annual basis, the volume of milk utilized in Class I by all plants 
pooled on the order was 711 million pounds less than the annual volume utilized in Class I when the Order 
commenced in 2000, a drop of 6.8 percent despite an increase in the area’s population.  Unlike manufactured 
dairy products utilized in Classes II, III, or IV, which can be processed in the region and then shipped across the 
country or placed in storage after manufacture, fluid milk products are generally distributed in the local region 
where they are processed.  As a result, the demand for milk to be processed into Class I fluid milk products are 
more closely aligned with the demand for fluid milk products within that region.  Of the 13 complete years that 
the Order has been in existence, the three years with the lowest Class I utilization volumes were 2012 followed 
by 2011 and 2009.  Through the first 6 months of 2013, the pattern appears to be continuing with Class I 
utilization in 5 of the 6 months registering the lowest for that respective month in the 14 years since the Order’s 
inception.  The June 2013 Class I volume of 722.9 million pounds was the lowest total Class I utilization ever 
for the 162 monthly pools that have been completed under the Order, some 11.4 percent below the average 
volume for June for the prior 13 years. 
 
  As respondents noted, there has been considerable growth in Class II manufacturing plant capacity in the 
Northeast Order region in recent years.  However, at the same time there has been a significant increase in 
volume of milk pooled on the Northeast Order.  The total annual volume pooled on the Northeast Order for 2012 
was 24.7 billion pounds, which was the second largest volume surpassed only by 2003’s total of 25.4 billion.  
The difference between the total volume pooled in 2012 and the first year of the Northeast Order in 2000 is 
738.2 million pounds.  If you combine this with the 711 million pound less milk utilized in Class I for this same 
period as described above, that is an additional 1.4 billion pounds of milk for the year (121 million pounds per 
month) that has had to find a home in plants regulated under the Northeast Order.  While it may be premature to 
predict the fall milk production, it is noteworthy that the last three monthly pools (April, May, June) experienced 
the largest ever volume pooled for those respective months in 14 years.   
 
  The July 31 edition of the industry publication Daily Dairy Report (DDR), using figures from USDA’s July 
2013 Agricultural Prices report, calculated a milk-over-feed price margin for New York for July of $7.72 per 
hundredweight.  A milk-over-feed value above $6 per hundredweight is generally considered to suggest 
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profitable milk production that often signals an expansion in milk production.  As comparison, Wisconsin’s 
milk-over-feed value for July was calculated by DDR at $7.34 per hundredweight.  
 
  In addition, it is worth noting that milk utilized in Class IV – generally considered a balancing class with the 
manufacture of storable products of last resort – has remained strong for the Northeast Order.  Of the 13 full 
years that the Northeast Order has existed, the number 1, 2, 4, and 5, in terms of top years with the largest 
volume of milk utilized in Class IV, have occurred in the last 5 years.   
 
  School start dates in the fall can have an impact on milk needed for Class I usage as the fluid milk pipeline 
is refilled.  As the following table shows, there is considerable variability this year as to when schools resume in 
September with some earlier than last year and some later.  When comparing the month to month change in the 
volume of milk utilized in Class I from August to September 2012, the increase was only 1.4 percent on a daily 
average basis although that was a below average August to September change.   
 
Starting Dates for Selected Public School 
Districts 

School District   2013 2012 2011
NYC 9-Sep 6-Sep 8-Sep
Philadelphia 9-Sep 7-Sep 6-Sep
Albany 9-Sep 4-Sep 6-Sep
Syracuse 5-Sep 4-Sep n/a
Boston 4-Sep 6-Sep 8-Sep
Jersey City 4-Sep 5-Sep n/a
Hartford 27-Aug 28-Aug 30-Aug
Baltimore 26-Aug 27-Aug 29-Aug
DC 26-Aug 27-Aug 29-Aug

     
Existing Provisions 
 The existing shipping provisions in question, under Section 1001.7(c) (2) of the Order, were adopted 
during Federal Order reform and became effective in 2000.  For the first year of the order the percentage of milk 
in the pool utilized as Class I for September, October, and November equaled 49.3, 48.5, and 49.2 percent, 
respectively.  As compared to the same months in 2012, the Class I utilization percentages were 40.7, 42.8, and 
42.9 - a decline of 8.6, 5.7, and 6.3 percentage points, respectively.  The fall shipping percentages were 
reaffirmed in a 2002 federal order hearing for the Northeast Order where year-round supply plant performance 
standards were considered and ultimately adopted in a 2005 referendum, extending 10 percent shipping 
requirements for the months of January through August and December, while retaining the higher 20 percent 
level for September, October, and November.  At this same hearing, a proposal was offered by a pool supply 
plant to reduce the 20 percent level to 10 percent and the 10 percent figure to 5 percent; however, this proposal 
was not adopted. 
 
Decision 
 After reviewing a variety of Northeast Order statistical data related to Class I utilization changes over time 
with particular attention to more recent years and months, fluid milk sales as reported by pool handlers for the 
past year, along with the comments and data submitted by parties responding to the call for comments on 
Queensboro’s request, the macro trends supported by this analysis support a reduction in the shipping 
percentage under Section 1001.7 (c) (2) of the Northeast Order from 20 to 15 percent for the months of 
September, October, and November.  The existing percentages for these months have been in place since the 
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inception of the Northeast Order during which there has been considerable contraction in the volume of milk 
demanded for Class I utilization within the Northeast Order.  Such a change should help alleviate the concern of 
uneconomic shipments of milk occurring by supply plants regulated by the terms of the Northeast Order under 
section Section 1001.7 (c) (2).   
  
 In light of market uncertainty noted by respondents regarding future milk supply along with future demand 
uncertainty and the potential impact on milk availability for Class I customers, this adjustment will be limited to 
2013.  As provided under the terms of the Northeast Order under Section 1001.7 (g) the Market Administrator 
may review the need for any further adjustment on his own initiative or at the request of interested parties.  
 



















































































LAW OFFICES OF MARVIN BESHORE
130 State Street, P.O. Box 946

Harrisburg, PA 17108-0946

Telephone: (717) 236-0781

Facsimile:  (717) 236-0791

Marvin Beshore

mbeshore@beshorelaw.com

July 22, 2013

Via email: erasmussen@fedmilk1.com
Mr. Erik F. Rasmussen
Federal Milk Market Administrator
Northeast Marketing Area
89 South Street, Suite 301
Boston, MA 02111-2671

        Re: Request to reduce shipping percentage pursuant to 7 C.F.R. Section 1001.7(c)(2)

Dear Mr. Rasmussen:

This letter is submitted on behalf of the Greater Northeast Milk Marketing Agency
(GNEMMA) in response to your solicitation of comments with respect to a request to reduce the
shipping percentage pursuant to 7 C.F.R. Section 1001.7(c)(2) for the months of September,
October, and November 2013.  The dairy cooperative members of GNEMMA are: Agrimark,
Inc., Dairylea Cooperative Inc., Dairy Farmers of America, Inc., Land O=Lakes, Inc., Maryland

and Virginia Milk Producers Cooperative Association, Inc., St. Albans Cooperative Creamery,

Inc., Upstate Niagara Cooperative, Inc. and Dairy Marketing Services LLC.  All of these

organizations are qualified cooperative associations marketing producer milk on Order 1.   

For the reasons which follow, GNEMMA does not oppose the reduction of the shipping

percentage from 20% to 15% as provided in Section 1001.7 (c)(2) for the limited time period of

September through November 2013.

Market conditions in the Order this year are somewhat unsettled.  Class I sales in Federal

Order 1 during the first six months of the 2013 calendar year have fallen from 4.879 billion

pounds in 2012 to 4.735 billion pounds, a decline of three percent.  At the same time, total

producer milk in the Order has increased from 12.480 billion pounds in 2012 to 12.994 billion

pounds, an increase of over four percent.  This has combined to drop the cumulative Class I

utilization percentage from 39.1% during this six month period in 2012 to 36.4% in that same

period this year.  At this point, it appears that these trends are likely to continue into this autumn.



Erik F. Rasmussen

July 22, 2013
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A large handler has already closed one pool distributing plant in Maine and the closing of

at least one more Order 1 pool distributing plant in the southern portion of the marketing area

has been announced and will occur within the next 60 days.  There have also been changes by

some large retail grocery chains in the Northeast in fluid milk suppliers, which add to the

unsettled nature of the fluid milk marketplace.

All these factors contribute to the uncertainty that may affect individual distributing plant

demand for pool milk from pool supply plants or cooperative handlers and, thus, the relative

appropriate minimum shipping percentage in the Order.

The northeast marketplace is also undergoing significant changes relative to the 

expansion and/or construction of several large dairy manufacturing plants.  Anticipated

completion within the next year or two could escalate the demand for producer milk in the

Northeast and possibly create milk availability issues for pool distributing plants in the future. 

In addition, normal supply and demand conditions often change from year to year in the

Northeast.  We therefore want to underscore GNEMMA=s position not to oppose the lowering of

the shipping percentage applies exclusively to the months of September, October and November

2013 and to no other current or future time periods.

Thank you for considering our comments.

Very truly yours,

Marvin Beshore

MB: amb

cc: (via email only)

Peter Fredericks (pfredericks@fedmilk1.com)

GNEMMA member cooperatives



Erik F. Rasmussen
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