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Major Dairy Provisions of the Agricultural Act of 2014

ÇDairy Forward 
Pricing Program

ÇDairy Price 
Support Program 
όάŘŀƛǊȅ ŎƭƛŦŦέύ

ÇLivestock Gross 
Margin for Dairy 
Cattle

REPEALED

ÇMilk Income Loss 
Contract

ÇDairy Product 
Price Support 
Program

ÇDairy Export 
Incentive Program

NEW

ÇMargin Protection 
Program for Dairy 
Producers

ÇDairy Product 
Donation Program

ÇPotential 
California Federal 
Order
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Margin Protection Program for Dairy Producers

üUSDA risk management program that replaces MILC program.

üVoluntary program, with no supply management of any kind.

üOffers protection against low margins that may come from low 
milk prices, high feed prices, or a combination of both. 

ütǊƻǾƛŘŜǎ ŀ ǇŀȅƳŜƴǘ ǿƘŜƴ άǘƘŜ ƳŀǊƎƛƴέ Ŧŀƭƭǎ ōŜƭƻǿ ŀ ǎǇŜŎƛŦƛŜŘ 
level.

üVery simple and hassle-free



MPP-Dairy:  Four Key Concepts

ü Actual Dairy Production Margin

ü Production History

ü Coverage Percentage

ü Coverage Levels & Premiums



²Ƙŀǘ ƛǎ άǘƘŜ ƳŀǊƎƛƴέΚ

Determined based on the difference between

üNational all-milk price

üNational average cost of feed used to produce 
a hundredweight of milk



Actual Dairy Production Margin

üApproximates milk revenue over all feed costs on the farm
üBased on published USDA national data
üCorn and alfalfa hay reported in NASS Agricultural Prices
üSoybean meal reported in AMS Market News for central IL

Actual Dairy Production Margin = 
U.S. All-Milk Price 

- 1.0728 x NASS Corn Price ($/bu)
- 0.00735 x AMS Soybean Meal (Central IL) ($/ton)
- 0.0137 x NASS Alfalfa Hay ($/ton)



Actual Dairy Production Margin: Historical

Mar-!ǇǊ ΨмпΥ ϷмоΦут

May-Jun '09: $2.49



Production History

üUnlike old dairy safety net based on MILC, there are no 
categorical limits to size of the farm. You can protect up to 90% of 
your production history, which is the highest of your milk 
marketings in 2011, 2012, and 2013.

üProduction history is assigned to the operation, not the individual.

üEach year, your production history will 
increase based on national growth in
Ƴƛƭƪ ȅƛŜƭŘ ǇŜǊ ŎƻǿΦ ¢ƘŜ άōǳƳǇέ ŦƻǊ нлмр ƛǎ мΦллутΦ

üProduction history will never be reduced because
herd size changes or changes in national milk production. 



Coverage Percentage

üEach year, producers may choose coverage percentage  of 
25% to 90% of their production history,  in 5% increments.

üCovered production history (CPH) = production history 
multiplied by coverage percentage.



MPP Coverage Levels and Premiums



MPP Coverage Levels and Premiums
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Registration Period: 2014 & 2015

SEP

02

NOV

28

MPP-Dairy 
Registration Opens

Last Day to Register 
for 2014 & 2015 



Registration Period For 2016

JUL

01

SEP

30

MPP-Dairy Registration & Annual 
Coverage Election Period Opens

Last Day to Register or 
Choose Coverage for 2016



Administrative Fee and Premium Due

Premium fees are due either:

ü100% before end of Registration/Coverage Election Period

OR 

üAt least 25% of total premium before February 1
üThe remaining 75% by June 1.



MPP Payments: 2012 Example



Gross Indemnities: 2000-2013 ----$4.00
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MPP-Dairy Payments for $5.50 Coverage
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MPP-Dairy Payments for $6.50 Coverage Level
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A Simple Way to Think about Risk Management with MPP



Net Payments for Farms with Less than 4 mil lbsPH



Net Payments for Farms with 60 Mil lbsPH



MPP-Dairy vs MILC
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Sign-up for 2008: Information on Sep 30, 2007
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150 Hd:  Expected Returns to MPP-Dairy in 2008



2000 Hd:  Expected Returns to MPP-Dairy in 2008



Sign-up for 2009: Information on Sep 30, 2008
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150 Hd:  Expected Returns to MPP-Dairy in 2009



2000 Hd:  Expected returns to MPP-Dairy in 2009



MPP-Dairy Subsidies are Implied in Margin Forecasts

Expected Margins 
Much Below

Historical Average

Expected Margins 
Near Historical 

Average

Expected Margins 
AboveHistorical 

Average

MPP-Dairy Premiums are 
Very Highly Subsidized. 

Modestly 
Subsidized.

MPP-Dairy 
Premiums are Too 

Expensive!



MPP-Dairy Decision-Support Tool
http://dairymarkets.org/MPP


