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play a major role in milk quality. The
Kraft witness explained that, in order of
preference, Kraft supports the proposal
submitted by NCI, followed by LOL’s
proposal and the TAPP/FUMMC
proposal.

Kraft, in its post-hearing brief,
reiterated its support for a somatic cell
adjustment to be included in the
amended order. Kraft’s brief did not
support a particular adjustment plan but
preferred the LOL–NCI concept. If that
plan were not adopted, Kraft expressed
support for the proposal by Mid-Am or
the original CMPC proposal. A brief
largely reiterative of NCI testimony was
filed on behalf of NCI with the Dairy
Division rather than the Hearing Clerk,
and was received more than 3 weeks
after the extended due date for filing
briefs. The brief is not considered in this
decision.

In the Anderson-Erickson Dairy
Company (A–E) post-hearing brief, A–E
opposed the application of an
adjustment for somatic cells to Class I
milk. They contended that the Class I
handler is unable to recover the added
cost of lower somatic cell count milk
from the retail market. This position
was supported in the post-hearing brief
filed by Lamers Dairy and Hansen Dairy
(Lamers). Lamers pointed to testimony
that indicated that the monetary effect
of somatic cells on Class I milk could
not be quantified as it could be with the
manufacture of cheese.

NFO, in its post-hearing brief,
opposed the inclusion of any somatic
cell adjuster in the recommended order.
NFO expressed the opinion that support
for a somatic cell adjuster was rather
weak, with none of the positions
presented having strong support. As an
example, the NFO brief pointed to the
neutral position taken by CMPC at the
hearing after including a somatic cell
adjuster in the original CMPC proposal.
The NFO brief continued by explaining
that testimony at the hearing indicated
that the relationship between somatic
cell levels and economic return is not a
clear and definite relationship. The NFO
brief went on to point out that there was
no consensus at the hearing on how to
apply a somatic cell adjuster.

There is ample testimony and
evidence to support the inclusion of a
somatic cell adjuster in these amended
orders. The recommended decision
proposed that a somatic cell adjustment
be applied to all producer milk,
regardless of the class in which it is
used. Such an application would have
avoided including the difference
between the handler and producer
somatic cell adjustments in the
computation of the producer price
differential; a procedure that, during

some months, could result in a
significant adjustment in the producer
price per hundredweight. The
recommended application also would
have assured that all handlers’
obligations would reflect the quality of
the milk they receive.

The somatic cell adjuster per
hundredweight per 1,000 somatic cells
will be calculated by multiplying .0005
times the monthly average National
Cheese Exchange 40-pound block
cheese price. To determine the value for
an individual producer, the producer’s
monthly average somatic cell count (in
thousands) will be subtracted from 350
and multiplied by the somatic cell
adjuster. The value of Class II and Class
III milk will be adjusted by the same
formula. However, for the purpose of
adjusting handlers’ values, 350 will be
subtracted from the best available
source of the somatic cell test. This
information may be, but would not
necessarily be limited to, load tests,
farm tests, and monthly average tests.

The value of the somatic cell
adjustment will be applied on a per
hundredweight basis in the handlers’
payments to producers and in payment
for Class II and Class III milk. Somatic
cell counts will be reported with the
report of receipts and utilization for all
producer milk and on Class II and Class
III milk.

The application of the somatic cell
adjustment contained herein will
promote orderly marketing. As pointed
out by several witnesses testifying at the
hearing, producers in these markets are
faced with a wide array of quality
premium programs. These programs
have no standard basis or standard
value that is applied between handlers.
Therefore a producer is faced with
trying to decide which premium
program will give the producer the
greatest return without a standard with
which to compare. Inconsistent
premium programs also result in
producers with identical milk receiving
different prices for that milk depending
on which handler is procuring the milk.
The inclusion of this somatic cell
adjustment will tend to effectuate the
declared policy of the Act by
encouraging orderly marketing through
the standardization of the basis for
payment on the level of somatic cells in
the milk and the standardization and
checking of the testing and test
procedures used for determining the
somatic cell counts.

As was stated earlier, all parties
agreed that high quality milk is
important to all segments of the dairy
industry. In fact, there was little
opposition at the hearing to the
inclusion of an adjustment for quality in

the amended orders. Even though
testimony indicated that there are other
quality factors that are important in
overall milk quality, there was no
determination of their effect on milk
quality or any attempt to compute a
relevant associated value. Therefore,
somatic cell count will be used as the
quality adjustment factor in this
decision.

There are two basic reasons to apply
the somatic cell adjustment rate on a
hundredweight basis rather than to
adjust the protein price. First, the
somatic cell adjustment reflects the
quality of milk in many uses rather than
just cheese, and second, application of
the somatic cell adjustment on a
hundredweight basis makes it very clear
to producers and to handlers that
quality affects milk used in all products.
Although testimony clearly showed that
somatic cells affect the quality of milk
in all uses, a value determined on the
basis of the effect of somatic cells on
cheese reflects the most prevalent use of
milk in these markets and is the easiest
way to determine a value for payment
to producers.

A lack of agreement among hearing
participants occurred in trying to
determine the application of a somatic
cell adjustment. There was a general
consensus that an adjustment should be
made in the producer pay price for
quality and/or somatic cells. The rate at
which such adjustment should be made
varied by proposal, but was tied to the
reduction in cheese yield that occurs as
somatic cell counts increase. Several
witnesses testified that the somatic cell
adjustment rate should be set at a
moderate level. Testimony indicated
that most of the decline in cheese yield
occurs as the SCC increases from below
100,000 to above 100,000, with a much
slower decline in yield as the somatic
cell count increases to one million.
However, testimony also showed that
declines in yield are much more linear
when somatic cell tests and cheese yield
studies are done with bulk tank milk
than with the milk of individual cows.
Several proposals suggested using a
factor of .0005 times the cheese price in
determining the value of the somatic
cell adjustment per 1,000 somatic cells.
This factor is derived from the
approximately four percent decline in
cheese yield as the somatic cell count
increases from 100,000 to one million.
This is the same adjustment that is used
in other Federal orders in which a
somatic cell adjuster is included.

The formula used to determine the
somatic cell adjuster reflects the
changes in the yield of cheese as the
levels of somatic cells change. The
formula also ties the adjustment to the


