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Mr. Chairman and members of the Subcommittee.  My name is Bill Ahlem and I would like to thank you for the opportunity to speak.  I am a co-founder of Hilmar Cheese Company and one of its twelve family farm owners.  Hilmar Cheese Company is the largest single-site cheese and whey products manufacturer in the world.  I will start by stating that like Doug Wells , I am confident that the Farm Bill is in good hands with our Member of Congress, Dennis Cardoza on its Subcommittee.

I have been a dairy farmer my entire life and it is a privilege to be here today to talk about Federal dairy policy.  My perspective comes from being an active dairy farmer and processor in California’s milk marketing system and soon will include the Federal system with our new cheese plant under construction in Dalhart, Texas.

Relationships between dairy manufacturers and dairy farmers have changed dramatically during the last couple of decades.  Today, process ownership is  vastly controlled by dairy farmer-owned co-ops and private processing plants such as Hilmar Cheese Company.
The more seamless and more market-driven the relationship between processors and dairy farmers, the more prosperous the entire dairy sector will be.  Furthermore, government expenditures will decrease dramatically because it will eliminate costly government programs.

Acknowledge for example the cheese manufacturers and plants going out of business, particularly in the Midwest.  The elaborate government involvement in these markets and the distortion of signals based not on contemporary markets has much to do with the reason dairy manufacturing plants cannot survive.  We, as a dairy sector in general would be better off without time consuming, cumbersome and complicated orders that are open for misinterpretation and bias, making it impossible to reflect the dynamic changing marketplace.  Why are we denied the tools of forward contacting and revenue insurance programs as a safety net, yet we have programs such as Commodity Credit Corporation (CCC) that discourage innovation and negatively affects producers by way of purchasing their product at a support price and later releases the same product often flooding markets and prolonging low prices.  In essence, the perceived safety net that is the CCC is really a double hindrance in establishing marketplace value for our dairy products.
Federal Order regulations and other dairy policy react very slowly to contemporary market signals.  

California’s system on the other hand is much more responsive to contemporary market signals.    By comparison for example, USDA’s proposed make allowance update that was requested on an emergency basis has already taken more than a year.  California on the other hand was able to get greater relief in a timely response.
This is just one example of why I don't see any benefit to California joining the Federal Order system. 


We support programs that do not interrupt market signals.  This is why we do not support the M-I-L-C program.  It stimulates production increases and mixed price signals.

We should be focused on expanding markets for our valuable dairy sector, not distort it with out-of-date and ineffective government purchase programs that discourage innovation and prolong low prices.

We also need help dealing with pressing issues such as labor and managing the cost of environmental regulations.  Passage of the "Ag Jobs (Guest Worker)" bill is vitally important to dairy.  Conservation-related direct payments, which could replace M-I-L-C, could be a way to help farmers deal with environmental compliance and rising feed costs.

I will end by saying that I support what many have said at this hearing. Not only does the Federal Order system need to be thoroughly examined, but the relationship between government and dairy enterprise needs to be evaluated to ensure that we are responsive to the market signals of today’s world.  Relying on California and merely adopting their process will not solve our problems. I think a better first step would be to get everyone in the same room to discuss the future of the Orders in general.  And, more immediately, act on issues that truly help dairy producers and processors:  increasing trade, decreasing unnecessary regulation, and helping us deal with our labor issues and environmental challenges.    
Thank you.
