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ou have a big decision to make
in November. No, I’m not talking about political elections, although
they are important, too. If you’re selling milk, you must determine if you
want to enroll in the new Margin
Protection Program for Dairy (MPPDairy), and at what level. Enrollment
deadline is Nov. 28, at your local USDA
Farm Service Agency.
It’s a new era in federal dairy policy,
with familiar price “safety nets” gone,
leaving income protection decisions
to individual dairy farmers and their
advisors. Like any change, it’s filled
with questions and uncertainty. And, if
you’re like many, you’re still undecided,
somewhat confused and, in some cases,
might even carry a dose of skepticism.
This month, we feature a Q & A
with Dr. Marin Bozic, University of
Minnesota dairy economist and a member of the National Program on Dairy
Markets and Policy (D-MAP) team. He,
along with several other leading dairy
economists, had input on developing
and implementing USDA’s final rules
regarding MPP-Dairy. The team was
also charged with developing an MPPDairy decision-support tool to help dairy
farmers conduct the economic analysis
necessary to make their decisions, and
the team is hosting numerous informational meetings and webinars this fall
leading up to the Nov. 28 deadline.
You can find some of Bozic’s
answers on page 38. Due to space limitations, the full Q&A can be found at
http://bit.ly/Zd2WxC.
If members of Dairy Herd Management’s Editorial Advisory Board
are representative of U.S. dairy farmers (and I think they are), it’s apparent
many questions remain. In addition to
finding results from a D-MAP survey of
more than 600 dairy farmers (see page
40), you can read our editorial advisors’

comments on what is going into their
personal MPP-Dairy decisions (page 42).
Hopefully, after attending one or
more of the hundreds of informational
meetings and webinars being held this
fall, reading Bozic’s Q&A, and discussing the program with your marketing and financial advisors, you’ll now
have enough information to make an
informed decision.
Innovation Awards, 40 Under 40

Catching up on two other “programs”
Dairy Herd Management has been
involved in this year:
đƫ  ƫ ċƫ The “Top 10”
entries in the fourth annual Dairy Herd
Management Innovation Awards program – as judged by a panel of dairy
farmers, academia and industry representatives – have been announced,
and are featured on pages 24-27. (All 55
entries were profiled in a special insert
in September.) They will be formally recognized – along with the People’s Choice
Award – at the 2014 World Dairy Expo.
These products represent a broad
range of innovation, and are a sign
dairy companies continue to strive to
make dairy farm management and life
a little better.
đƫ ąĀƫ ƫ ąĀċƫ Dairy Herd Management is a member of Vance Publishing
Corporation’s Agribusiness Group. In
late September, we revealed the honorees in our second annual “40 Under
40” award program, which recognizes
people making a significant contribution to America’s food system.
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Although we weren’t involved in the
selection process, assistant editor Lucas
Sjostrom and I wrote the “profiles” of
honorees with connections to the dairy
industry. Profiles will be included in
the November print issue, and on our
website, www.dairyherd.com.
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POLICY

ARE YOU
ENROLLED
IN MPPDAIRY YET?

C

apping nearly five years of work by the National
Milk Producers Federation (NMPF) and others,
USDA unveiled final rules establishing the new Margin Protection Program for Dairy (MPP-Dairy). A major change
in federal dairy policy, the comprehensive
income safety net offers dairy farmers lots
of flexibility, but also requires individual
management decisions. With an enrollment deadline of Nov. 28, Dr. Marin Bozic,
Assistant Professor, Department of Applied
Economics and Associate Director, Midwest
Dairy Foods Research Center, University of DR. MARIN BOZIC
Minnesota-Twin Cities, is in the house to take your questions.

Q: When Congress approved MPP-Dairy in the 2014
Farm Bill, it left many details up to USDA. You were part
of the team that advised USDA on development of the
program. Who else was on that team?
A: Other members of the National Program on Dairy Markets

and Policy (D-MAP) are Andy Novakovic (Cornell University),
Mark Stephenson and Brian Gould (University of Wisconsin),
Chris Wolf (Michigan State University), Cam Thraen (The
Ohio State University), John Newton (University of Illinois)
and Chuck Nicholson (Pennsylvania State University).
Q: Once program details were unveiled by USDA in late
August, were there any surprises?
A: I think a lot of industry analysts expected registration to be

a one-time deal, with those that skip it in fall of 2014 not having another opportunity to register before 2018. USDA made
it a much more friendly program, with ability to register next
summer for 2016, even if you choose not to register for 2015.
Also, I think the “affiliation rule” may have been a surprise for
some, but in my mind it is certainly equitable to treat all expansions the same way – whether it happens on the existing farm
or through building or purchasing a separate facility.
Q: Do you have a feel for the number or percentage of
dairy farmers that will enroll in MPP this year?
A: My concern is twofold. First, that smaller and larger farms

will look at MPP-Dairy with two very different starting points.
Smaller farms did not have to pay anything to participate in the
Milk Income Loss Contract (MILC) program, and they received
38 O C T O B E R 2 0 1 4
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a check. MPP-Dairy is a paradigm shift, and everybody is asked
to contribute to defray costs by paying premiums for coverage above $4.00/cwt. That may turn some smaller farms away
from the program. On the other hand, larger farms were for
all practical purposes excluded from MILC, and even LGMDairy had constraints that made it a poor choice for really large
operations. Producers in this category feel they have now been
given an equal footing as other groups, and may be quicker to
adopt MPP-Dairy. Overall, I would expect 40%-50% of producers to register, with participants accounting for 50%-60% of
milk produced. Given high margins, I would not expect elected
coverage levels to be very high.
Q: What factors are you urging dairy farmers to focus on
as they consider MPP-Dairy participation?
A: I think we all need to realize this is the first time around.

Two rules of thumb may come handy:
1) Don’t over-think it. If you already have a well-functioning
risk management program based on private risk tools,
consider adding MPP-Dairy for the unhedged portion of
the milk, but be cautious with reducing the use of futures
and options. If you do not use risk management tools,
consider MPP-Dairy as the cornerstone of your incipient
risk management program. If you are using LGM-Dairy
– and are satisfied with it – MPP-dairy does not have a
clear edge for 2015, and there is no rush to switch gears.
2) Don’t be ‘penny wise and pound foolish’. If you do decide
to use MPP-dairy, notice that smaller farms can buy up
to $6.50/cwt. coverage for under a 10¢/cwt., and large
farms can choose $5.50/cwt. for the same amount. Trying
to save a few extra cents by reducing the coverage level
much below these two thresholds will not help you much
if next year turns out to be a good one, but may hurt you
a lot in the unlikely event that 2015 turns really sour.
Q: There seems to be some confusion surrounding dairy
farmers producing more than the 4 million lbs. of milk
per year. What are their options?
A: USDA defines “covered production history” as a product

of production history and coverage percentage. Everybody
gets discounted Tier 1 premiums for the first 4 million lbs. of
covered production history, no matter how large their farm
is. On the other hand, let’s not forget that the minimum
dairyherd.com

