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Dairy Compacts, for example, have the unfortunate outcome ofreducing the demand for
fluid milk Higher milk prices to consumers will result in slightly lower consumption of
milk The real problem in the dairy industry has been declining per capita fluid milk
consumption (see below) This results in less opportunity for milk sales and lower milk
prices to dairy farmers No good sales person would be happy with a chart like that
below

Per CapitaFluid Milk Consumption
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What Should We be Doing?
The key to greater prosperity for Pennsylvania dairy farmers is very simple and
fundamental First, we need to expand the market demand for fluid milk A 5-percent
growth in fluid milk consumption will result in a 45-cent per cwt gain in farm-gate milk
prices. Unlike a dairy compact, that helps some farmers and hurts others, growth in fluid
milk consumption will help all dairy farmers

One possible way to spur market demand for your products is for less pricing regulations,
not more. Allow processors to compete in the marketplace and encourage their
creativity At present there are more options for purchasing orange juice than for fluid
milk Aren’t we missing something here 7
The fluid milk industry got together in 1996 and studied barriers to greater fluid milk
consumption in a unique report, “Fluid Milk Strategic Thinking Project Official Report
to the Industry ” This is a practical and downto earth report developedby milk
marketing experts An example ofthe creativity that came out ofthis project was Chugs ,
a fluid milk product produced by Dean Foods These products have unique packaging
and labeling, in addition to great milk' Dean’s no doubt invested considerable capital to
launch this new product that is both popular and innovative.
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The second thing we need to consider is improving the financial training of our nations
dairy farmers There are new tools available today that will help families run their farm;
like a fortune 500 company These tools, like Intuit's Quickßooks, allow dairy producer
to leam how to better allocate capital, control costs and manage cash flow Farmers can
take steps today to ensure their own futures

The outlook and potential for the Pennsylvania dairy industry is limitless We have a
thriving and growing U S economy With the right message and innovative products, >
can capitalize on this growing economy and help Americans improve their diet Dairy
farmers, processors and retailers need to work together better since all have the same
objectives We can also take advantage of cheaper computers and new software to betti
manage our rural family businesses so that dairy farmers can improve their balance shei
each year and pay themselves a living wage
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