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Editor’s note: This is the first of four 
articles explaining producer payment 
systems for milk in the U.S.

The vast majority of producers in 
the U.S. are paid by one of the three 
systems – the Federal Milk Marketing 
Order component payment system, 
the California payment system and 
the Federal Milk Marketing Order 
advanced payment system. These 
systems share a common theme in 
that the payment is calculated based 
on the wholesale price of products 
produced from milk.

Structured payment systems like 
the Federal Milk Marketing Orders 
have been in place for over a century 
and continue to dominate producer 
payment for milk in the U.S. The 
last major revision of the Federal 

Milk Marketing Order system was 
implemented in January 2000. This 
system controls payment for two-
thirds of the milk produced in the U.S.

The payment systems were 
developed because milk is essential 
to health. It was therefore controlled 
to ensure an adequate supply of 
fresh milk. Essential to ensuring 
an adequate supply of fresh milk, 
producer milk pricing processes were 
developed to help producers and 
processors survive financially.

In 1937, California was able 
to convince the courts their milk 
supply and usage were not interstate 
commerce. California was therefore 
excluded from the Federal Milk 
Marketing Orders and was allowed to 
manage their own payment system. 
Today, California would have difficulty 
proving their milk is intrastate, but 
the system still stands. However, there 
is serious effort under way to bring 
California producers back into the 
federal order system.

More recently, other events have 
reduced the federal government 
control of pricing. In May 2004, the 
Western Federal Milk Marketing 
Order was disbanded. In this area, 
milk can be priced by any method 
agreeable between the producer and 
the processor. In reality, many of the 
payment systems are similar to the 
federal milk order system that existed 
previously.

Another shifting pattern that 
can be significant is de-pooling. In 
some years as much as 20 percent 
of the milk in the Upper Midwest is 
“de-pooled,” or removed from the 
federal order pricing requirements. 
De-pooling takes place when Class III 
milk for cheese is priced higher than 
the weighted value of the other three 
classes of milk.

Consumption of dairy products 
has changed materially over the 
last 50 years. Consumer eating and 
drinking habits have significantly 
changed. Per-capita fluid milk 
consumption has dropped by 50 
percent since 1945. Per-capita 
butter consumption has dropped 
by 70 percent since 1930. Cheese 
per-capita consumption has increased 
300 percent since 1970. Improved 
transportation and the dominance of 
processed milk products that contain 
less water have reduced geographical 
barriers, and the U.S. dairy industry 
is now in transition to be an 
international business.

These consumption changes 
have also changed the nature and 
geographical landscape of milk 
production. For instance, Florida, 
which is a fluid milk market, shrinks 
every year – while Wisconsin, where 
more than 80 percent of the milk is 
used for cheese, continues to grow. 

Florida producers are paid on the 
advanced system, and Wisconsin 
producers are paid on the component 
system. The changing consumption 

patterns have reduced the amount of 
milk paid on the advanced system and 
increased the amount of milk paid on 
the component system.

The chart above shows 
geographically where milk is 
controlled by which system. The 
six orders paid on components are 

the Pacific Northwest, the Upper 
Midwest, the Central, the Southwest, 

2014 milk receipts
 for six component

FMMOs

Class I 27%

Class II 11%

Class III 50%

Class IV 12%

2014 milk receipts
for advanced

payment FMMOs

Class I 65%

Class II 12%

Class III 10%

Class IV 13%

2013 California
milk receipts

 
(Grouped by

FMMO Classification)

Class I 13%

Class II 8%

Class III 43%

Class IV 36%

2014 U.S.
milk production*

Component pricing 55%

Advanced pricing 9%

California 20%

Other 16%

California payment system

Federal order paying on
components

Federal order paying on
skimmed milk and milk fat 

Unregulated milk payment areas

*Including unpooled milk as part of the component total.

Continued on page 22

  The four federal milk orders paid on the ‘advanced’ system, paying 
for hundredweights of skimmed milk and butterfat, provide primarily 
fluid milk for drinking. The system is called the ‘advanced’ system 
because prices are announced in advance of milk production.  ”
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• Liquid and Solid Manure Pit Pumping

• Surface and Injection Application

• Municipality hauling and disposal

(715) 962-4061       

Colfax, WI 

Custom Fabrication of 
Agitation Boats

AGITATION BOAT NOW HAS TWO NOZZLES!

w w w. s u n d s t r o m p i t p u m p i n g . c o m

Never before has there been a dairy hoof 
trimming system like ours. And for your 
convenience, we offer three Hoof Trimming 
Models to chose from. The versatility of our 
reclining hydraulic bed is designed to offer 
the utmost in simplicity, speed and security.

Financing Available!

The      Name in Hoof Trimming Equipment#1

Trailer Model

Patent # 5,669,332

Call us at (806) 798-9684

Visit us at
www.RileyBuilt.com

for Video Demonstrations

Stationary “Static” ModelTruck Mounted Model

 PINK IS FOR

COTTON 
CANDY 

–NOT EYES

Vetericyn® Plus Pink Eye Spray is a next generation eye 
care solution designed to focus on eyes when showing 
signs of pink eye. This pH-balanced solution is used for 
cleaning, irrigating and flushing eyes which sets the 
stage for optimal healing conditions and provides an 
advanced alternative to saline solution. Compatible with 
the natural hypochlorous produced by the animal’s white 
blood cells, Vetericyn Plus is as safe as it is powerful.

LIVESTOCK PRODUCTS

plus

BEFORE AFTER

Manufactured and Bottled by Innovacyn, Inc.  |  3546 N. Riverside Ave, Rialto, CA 92377 
866.318.3116  |  www.vetericyn.com  |  MADE IN THE USA 

Vetericyn Plus Pink Eye Spray  
with hypochlorous technology is  
indicated for: 

Contact your distributor or visit vetericyn.com for a retailer near you.

 Pink Eye

 Redness & Irritation

 Discharge & Drainage

  Flushing Away Pollutants &  

Foreign Materials 

Proven Features: 
 No Ocular Irritation – safe for use in eyes

 Non-cytotoxic – will not harm healthy tissue

  No Antibiotics

 No Withdrawal Periods 

20 Progressive Dairyman Issue 10 • June 12, 2015 June 12, 2015 • Issue 10 www.progressivedairy.com 21


