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Outline

ÂReview current situation: causes, 
consequences and reactions

ÂCOP, Regionalism and structure

ÂSWOT analysis of Upper Midwest Dairy 
Industry
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All milk: nominal monthly price, January 2006-October 2009
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All milk: monthly real prices, Jan 1971 - Aug 2009
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All milk: monthly real prices, Jan 1971 - Aug 2009
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All milk: monthly real prices, Jan 1971 - Aug 2009
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All milk: monthly real prices, Jan 1971 - Aug 2009
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Michigan 2001-2008
Year 2001 2002 2003 2004 2005 2006 2007 2008

ROA

(percent)
7.6 3.2 4.3 7.7 6.3 5.5 11.3 7.0

Milk Price

($/cwt)
15.23 12.47 12.59 16.42 15.70 13.44 20.21 19.41

Purchased

Feed 

($/cwt)

3.95 3.45 3.56 4.36 4.06 3.74 5.32 5.56

Total Feed

Cost ($/cwt) 6.75 7.01 7.18 7.47 8.14 8.29 9.55 12.74

IOFC 

$/cwt)
8.48 5.46 5.41 8.95 7.56 5.15 10.66 6.67
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Price ratio of milk to feed, Jan 2006 ïOct 2009

(feed pounds that can be purchased per pound of milk)
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Monthly average number of U.S. milk cows 
(low to high is about 2%)
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ÂPrior to 2004 less than 5% of production 
(total solids basis)

Â 2004 US exported 7.5% of milk production

ÂPeaked at 11% in 2008

12

Primary reason for price collapse:
Lost Export Markets



Exports

ÂGlobal economic crisis 

Â shrank demand for dairy products world -wide 

Âdried up credit to finance imports

Â World prices for dairy products crashedðbutter, 
nonfat dry milk, and cheese prices dropped by 
50% or more between late summer and the end 
of 2008

Â U.S exports (with the exception of dry whey) 
fell off sharply

13
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Source:

www.future.aae.wisc.edu



ÂMarket response

ÂGovernment response

ÂPrivate response

15

Responses to Producer Losses
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How many cows to get to 
break-even?

ÂBeginning of 2009 consensus was 
250,000-400,000 cows

ÂUS herd down 226,000 cows through 
October
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How many herds on the edge?
ÂMany herds losing $4-6/cwt in 2009

ÂSmall herds helped more by MILC

ÂHerds purchasing feed very stressed

ÂA great deal of financial stress in West



Average 2008 Michigan Dairy Farm 
Characteristics by Herd Size 

Category

20-99 

cows

100-249 

cows

250+

cows

Average number of cows 65 166 461

Milk sold per cow (pounds) 18,699 20,703 22,892

Average price of milk sold 

($/cwt)

19.50 19.26 19.58

Total acres owned 268 455 675

Total crop acres 379 753 1,318

Number of farms 27 55 34


