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I frequently use the term “system focus” to describe the unusual priority (focus) all of us in the 

US Dairy Industry have as a result of our unique policy system of pricing and pooling – federally 

and in CA. It is my belief that this unique “system” of classified milk pricing and pooling that we 

have all been trained in is at the very core of our industries lack of development in our 

capabilities as a true global player.  This is to the detriment of our industry and dairy farmers.  

This is what the Bain Report said. 

 

In the years to come (as is becoming much more readily apparent to all of us) true success in the 

US Dairy Industry will very likely be much more dependent on one’s ability to add value to milk 

relative to our international competitors – and much less dependent on one’s ability to maximize 

value from the price regulatory “system.”   

 

Even now – this is becoming much more apparent as we see dairy farmers from Oceania and the 

EU getting paid more gross value for their milk than US dairymen.  In the end it can be argued 

that true success will be measured first by gross dollar returns to our farmers vs those in other 

countries – and subsequently the relative position of various global dairy industries as a result of 

these returns to their farmers. 

 

For a long time the US Dairy Industry has tended to have a “regulatory system” focus, where 

one’s survival came primarily from how one interacted with the system and secondarily from 

one’s ability to make products customers truly wanted. This has been a natural outcome of a 

system that had at its core two primary issues - “income redistribution” or pooling/classified 

prices and the stated development and promotion of farmer owned cooperatives.   

 

Think about it – if you had the choice between designing and making innovative dairy products 

that excite customers (and taking all the associated risks that go with it) or drawing money out of 

a pool funded in part by others, what would you do?  Would you work very hard to do difficult 

things that others cannot do (make unique, one of a kind products that others cannot make) – or 

would you do just the minimum to get money out of that pool?  And because the intent of the 

original law was to “promote the development of cooperatives,” the minimum required tended to 

be pretty low, especially for farmer owned dairy cooperatives.  The cooperatives – all of us really 

– developed a “system focus” rather than a market, customer driven focus – and our dairy 

farmers suffered as a result. 

 

This meant less innovation in the US Dairy Industry, relatively few new products and less value 

for US Dairy Farmers.  The obvious outcome today in a much more global oriented food system 

is that US dairymen are being paid less than those in NZ and the EU – primarily because of our 

long held “system focus.”   

 

Maybe we all need to learn to live without this system that we all think we can’t live without? 
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