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 Good morning, my name is Dean Ellinwood.  My business address is 5001 Brittonfield 

Parkway, Syracuse, New York, 13221.  I am Vice President of Sales and Marketing for Dairy 

Marketing Services.  Dairy Marketing Services, or DMS, is a cooperative venture that markets  

approximately fifteen billion pounds of milk annually, representing approximately 5,400 dairy  

farms throughout the Northeast and Mid-Atlantic areas.  DMS works with 140 independent milk  

haulers that pick-up an average of 700 loads of milk per day.  DMS farm milk is delivered to  

approximately 60 customers representing more than 100 dairy plants. 

 

 My primary functions include managing the operations of the DMS sales and marketing, 

transportation, and dispatch teams, and overseeing our dairy economics. 

 

 Thank you for the opportunity to testify today on behalf of the Pennsylvania Association  

of Dairy Cooperatives (PADC) and specifically, on behalf of approximately three thousand eight  

hundred (3,800) producers in Pennsylvania who market their milk through PADC members and  

whose milk check is impacted every month by the PMMB over-order premium price. 

 

Northeast Milk Marketing Conditions 

  Since the last Over-Order Premium hearing, there have been a few dairy plant  

developments in the Northeast marketplace surrounding Pennsylvania. 

 Fage’s yogurt plant in Johnstown, NY, is receiving additional volumes of milk. 

Cayuga Milk Ingredients plant expansion in Aurelius, NY is expected to be completed in 

February 2016.    

Lanco’s Hancock, MD plant is expected to begin receiving milk this summer. 
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Comparison to Nearby Markets 

 For the immediate surrounding areas of Pennsylvania, milk is predominately sold to  

Class I plants at an over-order price that is the same for all milk delivered to the plant, regardless  

of the classification of the milk.  Thus, this does not provide us with a direct comparison to the  

PMMB Over-Order Premium level for Class I milk only.  For processing plants that are  

predominately Class I, the range of service provided by the milk Seller and the range of the over- 

order price on all milk delivered is negotiated between the Buyer and Seller. 

 

Pennsylvania Farm Milk Production 

 The most recent USDA Milk Production Report, for the month of December 2015,  

(PADC Exhibit 2, page 3) estimates the top 23 states milk production increased 0.7 percent,  

while Pennsylvania’s farm milk production did not show any growth compared to December 

2014. 

 The USDA Milk Production report also estimates October through December 2015 

 Pennsylvania farm milk production declined 0.6 percent (PADC Exhibit 2, page 6) compared to  

the same timeframe of 2014. 

 As John Rutherford’s testimony details, the US farm milk price has declined  

substantially from 2014 to 2015 and further declines are expected during 2016.  Due to this, our 

office is receiving multiple calls per week from dairy farmers telling us they are having a very  

difficult time financially and are contemplating selling out. 
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Summary 

 Pennsylvania farm milk production has not kept pace with the national average and is  

losing ground over the fourth quarter of 2015.  Our dairy farmers have seen a drastic reduction in 

the price paid to them, with little price change expected through the third quarter of 2016. 

We also continue to see some plant expansions in the Northeast that will draw upon the area milk 

supply.  For these reasons, The Pennsylvania Association of Dairy Cooperatives requests the  

Board maintain the current Over-Order Premium of $1.60/cwt. plus the current fuel adjuster  

formula. 

On behalf of the approximately three thousand eight hundred (3,800) Pennsylvania dairy 

farmers I represent, thank you for the opportunity to present this important information to the 

Milk Marketing Board. 
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     My name is John Rutherford.  I am the newly installed Director of Economics, Planning, and 

Operations for DFA-Northeast Council, in Syracuse New York.  I come to DFA after 8 years as 

Director of Milk/Dairy procurement for two cheese companies located here in the Northeast.  

The most recent company had a patron supply in nearby Lancaster County.  I have testified in 

two hearings in California (to CDFA and the State Legislature) regarding dairy pricing issues.  

Prior to the cheese companies, I worked for the Legislative and Economic Affairs Department at 

the International Dairy Foods Association (IDFA) where I also testified at a Class I differential 

hearing for the Southeast and provided analysis of the various proposals included in the most 

recent hearing of the Class III and IV make allowances in the FMMO system.  Before IDFA I was 

a Farm Management Agent for Penn State Extension, working in Lebanon, Berks, and Dauphin 

counties where most of my work was with dairy farmers.  I have a Bachelor’s degree in 

Economics from the University of Michigan and an MS in Agricultural Economics from Michigan 

State University.  For more information on my background, a CV is attached as PADC Exhibit 4. 

     Thank you for the opportunity to testify today on behalf of the Pennsylvania Association of 

Dairy Cooperatives (PADC), whose members include: Dairy Farmers of America, Inc.; Dairy 

Marketing Services, LLC; Lanco Dairy Farms Co-op, Inc.; Maryland and Virginia Milk Producers’ 

Cooperative Association, Inc. (“The Cooperatives”).  Together these cooperatives represent 

more than one-half of the Commonwealth’s dairy farmers. 

     The Notice of Hearing declares this hearing is concerned with the level and duration of the 

Class I over-order premium to become effective April 1, 2016.  The cooperatives request that 

the Board continue the current premium as directed in OGO A-991 of $1.60/cwt for a period of 

six months. 
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     The economic conditions that warranted OGO A-991 have not improved for Pennsylvania 

dairy producers over the past year.  It is not reasonable to expect improvement in the resulting 

margin per cwt of milk that will be produced in 2016.  The price of milk declined in 2015 and is 

predicted to remain depressed in 2016.  Feed price outlooks are mixed- some potentially rising, 

some flat, some potentially falling.  Any change in feed price is not expected to be of the 

magnitude to offset lower milk prices. 

 

Milk Price 

     The Pennsylvania All-Milk price in 2015 averaged $18.41/cwt through November, down 29% 

from $25.86/cwt over the same period in 2014 (see PADC Exhibit 5).  The All-Milk price is the 

amount that producers were paid in a month, including premiums, based on prices and 

component levels from the previous month.  Because prices reached all-time record highs in 

2014, comparison to that year may appear skewed.  Even if we took an average of the 4 years 

prior (2010-2013) we would find that the 2015 All-Milk price was down $1.99/cwt, or 10%. 

     For 2016, prices are expected to be flat or even lower for the majority of the year, if not all 

year long.  Most of the milk in Pennsylvania is subject to the rules of Federal Milk Marketing 

Order #1 (the “Northeast” order).  The price for milk in the Northeast order is a blended 

average of the values of milk and milk solids utilized in one of four use classifications of milk.  

The starting points for setting these prices are the reported market prices for cheese, butter, 

NFDM, and dry whey.  These prices are converted into Class III or Class IV prices, and then 

differentials are added to determine the Class II and Class I prices.  PADC Exhibit 5 shows these 
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Class price averages for 2015, what they are expected to average using CME futures for 2016, 

and what USDA has recently predicted. 

     Class III prices in 2016 are expected to be $1 or more below where they were in 2015, 

according to USDA (PADC Exhibit 6).  Class IV is forecasted to be anywhere from slightly higher 

to $0.65 lower.  If these base prices are going to be flat to lower in 2016, the ultimate prices 

received by Pennsylvania dairy producers in the coming year will be similar, at best, or lower 

than in 2015. 

     The lower futures prices for Class III and IV are due to growing inventories of dairy products, 

low international prices, and a strong US dollar exchange rate.  According to the last USDA Cold 

Storage report (PADC Exhibit 7), butter stocks are up 46% over December 31, 2014, and natural 

cheese stocks are 13% higher.  Nonfat-dry milk and dry whey are slightly below or even 

(respectively) with last year’s inventory levels, but those levels are 35% higher than the 5-year 

averages for those products (PADC Exhibit 5).  As long as these stock situations continue, the 

milk price outlook will remain depressed. 

 

Feed Cost 

     Feed costs are less easy to pinpoint, since any given farm can feed its own ration for a 

number of different reasons.  As a proxy to the general movement of feed costs, I suggest 

looking at the costs of the ingredients included in USDA’s 16% protein dairy feed ration used to 

calculate the Milk:Feed ratio.  This ratio is an indicator of tight margins on a per cwt basis on 

dairy farms.  To calculate a ratio, USDA has to imply a feed cost.  This feed cost stems from the 

costs of corn grain, soybean meal, and alfalfa hay.  I will not include any proportionality to these 
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prices, as I am only presenting their individual movements as an indicator of total feed costs on 

the farm.   

     The average price of corn in Pennsylvania dropped 37 cents in 2015 to $3.97/bu (PADC 

Exhibit 8).  This is the lowest average price for corn grain since before 2010.  USDA reports that 

corn grain for the US averaged $3.70/bu over the 2014-2015 marketing year [Sept- Aug] (PADC 

Exhibit 6).  Comparing this to the USDA prediction of $3.30-$3.90/bu for the 2015-2016 

marketing year shows that corn grain through this marketing season is likely to remain similar 

to last year. 

     There is not an average price of soybean meal reported for Pennsylvania (see PADC Exhibit 

9).  In fact, the closest is a price series on soybeans in only the neighboring state of Ohio.  

Similar to Pennsylvania corn, Ohio soybeans experienced its lowest price in 2015 since 2010, at 

$9.73/bu, down 23% from 2014 (PADC Exhibit 8).  USDA’s reported marketing year average 

price of soybeans was $10.10/bu, down 22% from the prior year (PADC Exhibit 6), which are 

relatively close to those for Ohio over a calendar year (PADC Exhibit 8).  USDA is calling for 

soybeans to average between $8.05 and $9.55 over the 2015-16 marketing year (PADC Exhibit 

6).  This indicates another drop in the cost of soybeans in Ohio is coming, and one can 

reasonably expect that whatever the cost of soybeans in Pennsylvania for 2015, it should be 

lower for 2016.  Further, USDA does make a prediction that the US average cost of soybean 

meal will be down 21% in 2016 (PADC Exhibit 6).  Unless there is a localized incident from 

weather, transportation, or some other ‘event’, it is safe to conclude that soybean meal cost in 

Pennsylvania will be lower in 2016. 
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     Contradicting the above movements of grain costs, the Alfalfa Hay price was up 11% last year 

in Pennsylvania, averaging more than $237/ ton (PADC Exhibit 8).  Potential exists for feeding a 

slightly lower quality (hence cheaper) hay and making up the nutritional difference by 

increasing soybean meal supplement, especially since the soybean meal price is expected to 

decline.  This substitution effect would slow the rate of further price increases farmers are 

willing to pay for alfalfa hay. 

     Reviewing the feed ingredients separately has provided mixed results.  Corn is likely to be 

flat-to-down, soybean meal is expected to be cheaper, and alfalfa hay likely to be more 

expensive with competitive pressure to hold the increase in check. 

 

Conclusion 

     Dairy farm margins are expected to decrease in 2016.  The price levels for feeds are not 

expected to change significantly while the price of milk is expected to fall.  With less revenue 

per cwt, even if the cost stays the same, there will be less money available to the producer.  I 

showed above that the outlook for milk points to lower prices through 2016.  On the cost side, 

there is some potential for relief, but that is limited.  Costs for feed to maintain high-output 

cows appears more stable (relative to milk price expectations) but depending on the ingredient 

could rise or fall somewhat in the next year.  Lower milk prices coupled with flat feed costs 

mean that margins for dairy farmers will be reduced over the coming months.  The situation 

warrants continuation of the $1.60/ cwt over-order premium. 

     Thank you, Members of the Board, for this opportunity to testify. 



 

 

John D. Rutherford, Jr. 
Curriculum Vitae 

 

Education 
Michigan State University, East Lansing, MI   (1993-1995) 

Master of Science Degree in Agricultural Economics 

Thesis entitled “An Analysis of the Managerial Decision to Purchase All Feedstuffs on Michigan Dairy Farms”. 

University of Michigan, Ann Arbor, MI (1984-1989) 

Bachelor of Arts Degree in Economics 

Minor line of study in Accounting 

 

Employment 
Dairy Farmers of America- Northeast Council, East Syracuse, NY   

December 2015 to present 

Director of Economics, Planning, and Operations 

Alouette Cheese-USA, New Holland, PA  

March 2012- December 2015 

Director- Dairy Procurement 

Lactalis American Group, Buffalo, NY 

 2008- 2012 

 Corporate Director- Milk Procurement 

International Dairy Foods Association, Washington, DC 

 2000-2008 

 Assistant Director of Economic Analysis  
Penn State University Extension, Lebanon, Berks, and Dauphin Counties 

1997 – 2000 

Farm Management Agent 

Pennsylvania Dairy-MAP  

 1996 - 1997 

      West Region Coordinator 

 

Professional Designations 

Board Member- Dairy Institute of California (2010-2012) 

Board Member- Northeast Dairy Foods Association (2011-2012)   

Member- Northeast Dairy Leadership Team (2009-2011) 

 

Professional/Community Activities 
Coordinator- Lebanon County Hazardous Waste Collection (2000) 

Manager- Capital Hill Ice Cream Party (2001-2007) 

 

Publications 
Extension Corner- articles for Lebanon Daily News (1997-2000) 

Dairy Herd Management Software pamphlet for Lebanon County Extension (1999) 

Farm Accounting Software pamphlet for Lebanon County Extension (1999) 

Dairy Herd Management Software article for Hoards Dairyman (1999) 

Quarterly Fluid Market research reports for MilkPEP (2000-2008) 

Quarterly Market Research Reports for Frozen Dairy, Cultured Dairy, and Cheese for member subscribers (2000-2008) 

 

Testimony 
Class I Differentials in FMMOs 5, 6 and 7 Tampa Bay, FL (May 2007) 

California Legislature Hearing for Assembly Bill 31 Sacramento, CA (May 2013) 

CDFA hearing on whey price adjuster (June 2015)    
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