I1. Discussion of Material Issues and Amendments to the Orders
A di scussion and expl anation of the material issues and
determ nations contained in this rule are as foll ows:

1. CONSOLIDATION OF MARKETING AREAS

Subtitle D, Chapter 1 of the 1996 FarmBill, entitled
“Consol idation and Reform of Federal M|k Mrketing Oders,”
requires, anong other things, that the Federal mlk marketing
orders be limted to not |less than 10 and not nore than 14.

Nearly 1,300 public conments received in response to the proposed
rul e addressed the subject of order consolidation. Preceding the
proposed rule, two prelimnary reports on order consolidation were
i ssued by the Agricultural Marketing Service's Dairy Division, in
Decenber 1996 and May 1997. The proposed rule, issued in January
1998, included consideration of public comrents received in
response to these prelimnary reports.

The 1996 Farm Bill specifically provides for the inclusion of
California as a separate Federal mlk order, but the provision is
contingent upon petition and approval by California producers.

The Omi bus Consol i dated and Emer gency Suppl enental Appropriations
Bill, passed in Cctober 1998, extended the tinme for inplenenting
Federal mlk order reformanendnents from April 4, 1999 to Cctober
1, 1999. The legislation provides that California has fromthe
date of issuance of this final decision until Septenber 30, 1999,
to beconme a separate Federal mlk order. This additional tinme is
intended to allow California dairy interests the opportunity
review this final decision to determ ne whether a Federal mlk
order for California, consistent with the provisions adopted for
the consolidated orders, would best neet their mlk marketing
regul at ory needs.

Over 150 conments were received that addressed the issue of a
Federal mlk order for California, with approximately 120 of them
being a formletter advocating a California Federal m |k order
These comments, and a nunber of additional individual comrents,
cane primarily fromcomenters outside California who expressed a
need for California and Federal order prices for mlk used in
manuf act ured products to be in closer alignnent to elininate
California manufacturers’ perceived conpetitive advantage in
product prices.

Interest in a Federal nilk order has been expressed by sone
California producers, but for the nbst part California commenters
expressed a desire to have a chance to study and comrent on this
final decision before deciding whether to pursue a proposal for a
Cal i forni a Federal order.

The prelimnary reports, the proposed rule, and this fina
deci si on concerni ng order consolidation were prepared using data
gat hered about receipts and distribution of fluid mlk products by



all known distributing plants located in the 47 contiguous states,
not including the State of California. Data describing the
sources and disposition of fluid mlk products for the nonth of
Cct ober 1995 were used to conpile the initial Prelimnary Report.
In response to coments and questions about certain narketing area
boundari es and changes in marketing conditions in sonme of the
markets after publication of the initial Prelimnary Report, data
concerning those markets was updated to January 1997, and nore
detailed informati on was gat hered regardi ng the geographic
distribution of route sales by individual handlers and their

speci fic sources of producer nilk. The updated and nore detail ed
data were used in re-exam ning the appropriate boundaries of the
initially-suggested Northeast, Appal achian, Southeast, M deast,
Central, and Western marketing areas for the Revised Prelimnary
Report on Order Consolidation. The Revised Prelinmnary Report, in
turn, was nodified on the basis of comments received for

devel opnent of the proposed rule.

Nearly 1,300 comments filed in response to the proposed rule
had sonme applicability to the topic of order consolidation
Approxi mately 750 of these coments were received as 6 form
letters, one of which (filed by approximately 120 comment ers)
advocated a national nmarketing area map conprised of 10 order
areas covering all of the contiguous 48 states. The other form
| etters advocated the addition of currently-unregulated area to
the Northeast area. Another 350 conmments al so addressed the
desirability of adding unregul ated areas to the proposed
consol idated marketing areas (primarily the Northeast), with only
about 55 of these being opposed to the inclusion of unregul ated
ar eas.

The coments specifically applicable to each of the
consol i dated nmarketing areas are described in the sections dealing
with the individual consolidated areas.

In conbination with consi deration of the conments received,
data simlar to that gathered for Cctober 1995 were conpil ed for
Cct ober 1997 to deterni ne whet her the consolidated marketing areas
delineated in the proposed rule continued to represent the nost
appropriate boundaries for the purpose of inplenmenting the
requirements of the 1996 FarmBill.

The Cctober 1997 data allowed a “snapshot” of the nmarketing
patterns of fluid mlk processors for that nonth. The regulatory
status of distributing plants for Cctober 1997 is known, and the
regul atory status of each plant could be projected on the basis of
the plant’s receipts and dispositions, and where its nilk was
distributed. The information in the sections entitled
“Distributing Plants” within the description of each nmarketing
area are based on the Cctober data, as are the lists of plants and
pool plant status follow ng the consolidation portion of this



decision. It should be understood that the regul atory status of
any plant can change whenever its operations or areas of
di stribution change.

The result of the exami nation and analysis of the nore recent
data in conbination with the comments on the proposed rule was to
nodi fy significantly fromthe proposed rule the marketing areas of
t he proposed Northeast and Wstern orders, and to nake very m nor
nodi fications to the marketing areas of the proposed Sout heast,

M deast, Upper M dwest and Central orders.

As in the case of data referring to the operations of |ess
than three handlers or producers in the prelimnary reports and
proposed rule, some of the data used to determ ne the consolidated
areas is restricted fromuse by the public because it refers to
individual fluid mlk distributing plants and the origins of
producer mlk supply for those plants. However, the basis for the
mar keti ng area boundaries is described as specifically as possible
wi t hout divul gi ng such proprietary informtion

The sane seven primary criteria as were used in the two
prelimnary reports and the proposed rule were used to determn ne
whi ch nmarkets exhibit a sufficient degree of association in terns
of sales, procurenment, and structural relationships to warrant
consolidation. The criteria are as foll ows:

1. Overlapping route disposition. The novenent of packaged
m | k between Federal orders indicates that plants fromnore than
one Federal order are in conpetition with each other for O ass |
sales. In addition, a degree of overlap that results in the
regul atory status of plants shifting between orders creates
di sorderly conditions in changing price rel ationshi ps between
conpeting handl ers and nei ghboring producers. This criterion is
consi dered to be the nost inportant.

2. Overlapping areas of milk supply. This criterion applies
principally to areas in which nmajor proportions of the mlk supply
are shared between nore than one order. The conpetitive factors
affecting the cost of a handler’s mlk supply are influenced by
the location of the supply. The pooling of mlk produced within
t he sane procurenment area under the sanme order facilitates the
uni formpricing of producer mlk. Consideration of the criterion
of overl appi ng procurenent areas does not nean that all areas
havi ng overl appi ng areas of mlk procurenent should be
consolidated. An area that supplies a mnor proportion of an
adjoining area’s mlk supply with a minor proportion of its own
total mlk production while handlers |ocated in the area are
engaged in mninmal conpetition with handlers located in the
adjoining area |likely does not have a strong enough associ ation
with the adjoining area to require consolidation.

For a nunber of the consolidated areas it would be very
difficult, if not inmpossible, to find a boundary across which



significant quantities of mlk are not procured for other
marketing areas. |In such cases, analysis was done to determ ne
where the mninmal anount of route disposition overlap between
areas occurred, and the criterion of overlapping route disposition
general ly was given greater wei ght than overlapping areas of mlk
supply. Some anal ysis al so was done to determ ne whether mlk
pool ed on adjacent markets reflects actual novenments of mlk

bet ween nmarkets, or whether the variations in anmounts pool ed under
a given order may indicate that sone mlk is pooled to take

advant age of price differences rather than because it is needed
for Aass | use in the other market.

3. Number of handlers within a market. Formation of |arger-
size markets is a stabilizing factor. Shifts of mlk and/or
pl ants between markets becones | ess of a disruptive factor in
| arger markets. Also, the existence of Federal order nmarkets with
handl ers too few in nunber to all ow nmeani ngful statistics to be
publ i shed wi thout disclosing proprietary information should be
avoi ded.

4_ Natural boundaries. Natural boundaries and barriers such
as nountains and deserts often inhibit the moverment of mlk
bet ween areas, and generally reflect a lack of popul ation
(limting the range of the consunption area) and lack of nmilk
production. Therefore, they have an effect on the placenent of
mar keti ng area boundaries. |n addition, for the purposes of
mar ket consolidation, |arge unregul ated areas and politica
boundari es al so are considered a type of natural barrier

5. Cooperative association service areas. Wiile not one of
the first criteria used to determ ne marketing areas, cooperative
menbershi p often may be an indication of market association
Therefore, data concerning cooperative nenbership can provide
addi ti onal support for conbining certain marketing areas.

6. Features or regulatory provisions common to existing
orders. Markets that already have sinilar regulatory provisions
that recognize simlar narketing conditions may have a head start
on the consolidation process. Wth calculation of the basic
formula price replacenent on the basis of conponents, however,
this criterion beconmes less inportant. The consolidation of
mar ket s having different paynment plans will be nore dependent on
whet her the basic formula conponent pricing plan is appropriate
for a given consolidated market, or whether it would be nore
appropriate to adopt a pricing plan using hundredwei ght pricing
derived from conponent prices.

7. Milk utilization in common dairy products. Utilization
of mlk in simlar manufactured products (cheese vs. butter-
powder) was al so considered to be an inportant criterion in
determ ning how to consolidate the existing orders.

Comments on consolidation criteria.



Most of the comments relative to order consolidation criteria
were submtted prior to publication of the proposed rule. It was
the overall opinion of the commenters that overl appi ng route
di sposition and m |k procurenment are the nost inportant criteria
to consider in the consolidation process. |n addition, d ass
use percentages and regul ation on the basis of handl er |ocation
were noted as inportant criteria to consider. To sone extent, the
consol i dated marketing areas included in this final decision do
conbine markets with simlar Class | utilization rates rather than
markets that would result in dass | use percentages being nore
uni form between narkets. This result occurs because adj oi ni ng
mar ket s, where nost of the sales and procurenent conpetition takes
pl ace between handl ers regul ated under different orders, tend to
have simlar utilization rates rather than because the criterion
is one that should be used to deternine appropriate
consolidations. Also, Cass | utilization rates are a function of
how much mlk is pooled on an order with a given amount of d ass
use. Differences in rates, to the extent they result in
differences in blend prices paid to producers, provide an
incentive for mlk to move frommarkets with | ower C ass |
utilization percentages to narkets with higher Cass | use.

Regul ati on of processors on the basis of their |ocation
rather than their sales areas has |largely been incorporated in the
consol i dated orders by a provision that would pool a handl er under
the order for the area in which the handler is |ocated unless nore
than 50 percent of the handler’s Cass | route dispositions are
distributed in another order area. This provision should help to
assure that the order under which a distributing plant is pool ed
will not change fromnmonth to nonth, and that a plant operator is
subj ect to the same provisions, such as producer pay prices, as
are its primary conpetitors.

The consol i dated orders al so include provisions that |ock
plants processing primarily ultra-high tenmperature (UHT) or
extended shelf-life mlk into regul ation under the order for the
area in which the plant is |located. Such plants often have w dely
di spersed route sales into a nunber of order areas, with sporadic
deliveries to different areas. Wthout sone type of lock-in
provision, such a plant nay be pooled in several different orders
in as many nonths. At the sane time, the plant’s mlk supply
generally is procured froma given group of producers located in
the sane area as the UHT (or extended shelf-life) plant. Having
the plant pool ed under a succession of different orders with
wi dely varying blend prices creates a disorderly condition for the
producers invol ved.

On the basis of the distributing plant pooling standards
included for all eleven orders in this final decision, there are
three non UHT pool distributing plants that woul d have nore sal es



in an order area other than the one in which they are regul at ed.
Two of these plants are the Superbrand Dairy Products distributing
plant in Greenville, South Carolina, and the Kroger Dairy
distributing plant in Wnchester, Kentucky, both located in the
Appal achi an order, but which likely will qualify for pooling under
t he Sout heast and M deast orders. |n addition, the Hland Dairy
plant in Fayetteville, Arkansas, in the Southeast consolidated
area, likely will qualify for pooling under the Central order. In
cases in which these plants conpete al nbost entirely for a producer
mlk supply in the area in which they are |located, |ock-in
provisions are incorporated to assure that the plant is pool ed
where located for the purpose of conpetitive equity.

Sone changes in regulatory status are expected to occur
because of the addition of regulated area (in the Northeast), the
consol i dation of marketing areas, changes in pooling standards,
and changes in the definitions of types of plants. The expected
changes are based on data collected for Cctober 1997 and may
differ in sone respects at the time the consolidated orders go
into effect.

The regul atory status of three Vernont handlers is expected
to change frompartially regulated to fully regul ated because a
significant percentage of their sales is in areas that will be
added to the Northeast consolidated marketing area, and a
partially-regul ated New York handler is expected to neet the
pool i ng standards because of the consolidation of marketing areas.
Two other currently partially regul ated handl ers, one in New York
and one in Vernont, are expected to becone fully regul ated because
t he pooling provisions of the consolidated order will be nore like
those of all the other orders than is currently the case in the
New Yor k- New Jersey order. Two plants that currently are fully
regul ated on the basis of the “grandfather” clause of the New
Yor k- New Jersey order will becone partially regul ated when this
provi si on ceases to exist.

In the consolidated Appal achi an marketing area, two
distributing plants, one currently unregul ated and one partially
regul ated, woul d becone fully regulated as a result of including
the marketing area of the Tennessee Valley order, termnated in
Cct ober 1997. These plants both were fully regul ated under the
Tennessee Valley order, and lost their regulatory status as a
result of the term nation

A plant currently partially regul ated under the Southeast
order woul d beconme fully regulated as a result of “locking in” to
regul ation plants that distribute primarily UHT or extended shel f-
life products. Another Southeast distributing plant, currently
fully regul ated, woul d becone partially regul ated because of
failure to meet the consolidated order’s pooling standards.

Two distributing plants that currently are partially



regul at ed under the Chicago Regional order would becone fully
regul ated under the consolidated Upper M dwest order because of a
change in the definition of receipts that are used in the

cal cul ati on of percentage of total receipts used in route

di sposition for the determ nati on of pool status.

Three plants, one in each of the consolidated Upper M dwest,
Central, and Pacific Northwest marketing areas, would change
regul atory status as depicted in the attached list of distributing
plants and regul atory status. These plants are distributing
plants that are listed as being fully regulated in Cctober 1997
and becom ng either partially regulated or exenpt under the
consol i dated orders. These plants, having small anounts of route
di spositions, actually were pooled on the basis of their
performance as supply plants or as part of supply plant units. It
i s unknown whether they will continue to qualify as pool supply
plants, but will not neet the pool distributing plant standards of
t he consol i dated orders.

In the Pacific Northwest, the Oregon and Washington State
prison systems both operate fluid processing plants that have
route distribution in conmercial channels, conpeting with
regul ated handl ers. These plants are not currently fully
regul ated. Under the consolidated order, one of the plants will
be partially regulated only with respect to its comercial sales,
and the other will be exenpt on the basis of size.

Several conments advocated that all of a state's territory
shoul d be included in one Federal order to assure that al
producers in a state are paid on an equitable basis, or to nmake it
easier to maintain state statistical data. One of the primary
reasons for Federal milk orders is that mlk marketing occurs
readi | y across state boundaries, making state nilk nmarketing
regulation nore difficult to enforce. It is inportant that
Federal m |k marketing areas continue to recognize the free
interstate novenent of mlk to and frommlk plants. There are
cases where natural boundaries such as nountains or rivers nmay
result in part of a state having a closer marketing rel ationship
with an adjoining state than with other areas of the sane state.

Al t hough the Revised Prelimnary Report suggested that
several currently non-Federally regul ated areas be added to sone
consol i dated marketing areas, the proposed rule omtted areas in
whi ch handl ers are subject to mnimumdass | pricing under State
regul ation unless the affected handlers or States requested
inclusion. This final decision continues to omt such areas, and
al so omits currently-unregul ated areas that conprise a significant
distribution area for currently-unregul ated handl ers, sone of
whi ch were proposed to be included in consolidated areas.

Consi dering the requirenents of the 1996 FarmBill,
consol idation of the existing orders does not necessitate



expansi on of the consolidated orders into unregul ated areas or
areas in which handlers are subject to mnimum dass | pricing
under State regul ation, especially when the states’ Cass | prices
exceed or equal those that woul d be established under Federal nilk
order regulation. Such regulation could have the effect of
reducing returns to producers already included under State
regul ation without significantly affecting prices paid by handl ers
who conpete with Federally-regul ated handl ers.

However, there are numerous counties and portions of counties
| ocated within and between Federal order marketing areas that have
not been included in the defined order areas during the course of

the nore than 60 years the program has devel oped. |n sonme cases,
these small areas were left unregul ated many years ago to naintain
the unregul ated status of a small handler. |In others, these areas

probably formed a “buffer” between separate small er order areas
and were not incorporated when the smaller orders were nerged.
Sone of these areas form“buffer” zones today between current
order areas that will be consolidated in the course of this
process. These areas should be included in the defined

consol idated marketing areas if their inclusion would not have the
ef fect of regulating any unregul ated handl ers who currently
distribute mlk in these areas. The issue of whether to regul ate
currently-unregul ated areas is discussed in nore detail with
regard to the individual consolidated marketing areas in the
sections of this decision dealing with those areas, especially the
Nor t heast area.

The occurrence of partial counties in marketing area
definitions should be mninmzed for the purpose of sinplifying
handl ers’ reporting burden. The continued exi stence of these
unregul ated areas, partially regul ated counties, and counties
split between marketing areas serves only to conplicate the
reporting of route dispositions outside the marketing area by
regul ated distributing plant handlers for the purpose of
determ ni ng pool qualifications and increase the costs of
admi ni stering the orders.

In order to avoid extendi ng Federal regulation to handlers
whose primary sal es areas are outside current Federal order
mar keti ng areas and who currently are not subject to Federal order
regul ation, it has been determ ned that the appropriate in-area
Class | disposition percentage portion of the pool distributing
plant definition is 25 percent for all orders. Discussion of this
provision is included in the section of this decision dealing with
identical provisions. The 25-percent level of in-area sales wll
assure that currently-regulated handlers retain their pool status.
At the sanme tine, increasing fromcurrent |evels the percentage of
in-area sales required for pool status under the consolidated
orders will allow State-regul ated and nost ot her non-Federally



regul ated handlers to operate at their current |evel of sales
wi thin Federal order areas without being subject to full Federa
order regul ation.

Cornell University Study.

In addition to AMB analysis of the receipt and distribution
data in the devel opnment of this decision, researchers at Cornel
Uni versity al so provided i nput on potential consolidated nmarketing
areas early in the Federal order reformprocess. This input was
part of Cornell’s partnership agreenent with AMS to provide
alternative anal yses on Federal order reformissues. These
researchers used an econonmic nodel (the Cornell U S. Dairy Sector
Si mul ator, or USDSS), to determ ne 10-14 optinal marketing areas.
Cornell’s first options for 10-14 narketing areas were presented
at an Cctober 1996 invitational workshop for dairy econom sts and
policy analysts held in Atlanta, Georgia. Based on USDSS node
results, these options would result in mninumcost flows of mlk
usi ng the known concentrations of mlk production and popul ation
wi t hout considering the location of nmilk plants. The marketing
area maps that were circulated using these first results were
t hose referenced by interested persons who cited the Cornel
results in their conments on the Prelininary Reports on Order
Consol idation and on the proposed rule.

A second set of options was presented by Cornell researchers
in spring 1997. These options were generated with a further-
devel oped USDSS nodel. |In updating the nodel, the researchers
enhanced the inputs to its nodel as a nmeans of better reflecting
the actual structure of the national market for fluid mlk
products. These nodel updates all owed for determnation of the
m ni mum cost flows of: mlk, intermediate and final products from
producers to plants; fromplants to plants; and fromplants to
consuners on the basis of the locations of mlk supplies, dairy
product processing plants, and consunmers. The enhanced nodel is
i ntended to provide for geographic narket definition on the basis
of aresulting set of optinmal, efficient simulated flows of mlk
and dairy products between | ocati ons.

Al t hough the USDSS nodel considers inportant factors such as
m | k supply and demand | ocations and transportation constraints in
determ ning the optimal consolidated narketing areas, it
aggregat es processing locations, sonetines at |ocations that are
not representative of where substantial volumes of mlk are
processed. |n addition, the nodel does not consider severa
i mportant factors such as |large areas that are not Federally
regul ated and certain econonic factors which influence the
novenent of mlKk.

AMS i s unaware of any other anal yses perforned to determn ne
or suggest consolidated nmarketing areas.

As noted before, AMS analysis focused initially on



distributing plant receipts and distribution information for

Cct ober 1995, updated as needed for further analysis during

devel opnent of the proposed rule. Equivalent data was gathered
for Cctober 1997 to assure that the consolidated marketing areas
continue to represent actual nmarketing relationshi ps between the
current order areas, with nore current infornmation used as needed
for further analysis. The data gathered by the Dairy Division
from Federal MIk Market Administrators reflects actual novenents
of mlk, both from production areas to processing plants, and from
processing plants to consunption areas. This final decision
considers this data, the seven criteria described fully above, and
i nformation provided by the USDSS nodel anal ysis.

The consol i dated nmarketing area options presented by Cornel
are not adopted because the USDSS nodel does not adequately
reflect issues or factors that strongly affect which current
marketing areas are nost closely related. For this reason, this
decision is based on data reflecting actual distribution and
procurement by fluid mlk processing plants.

Marketing Areas.

Fol | owi ng are naps of the current marketing areas and the 11
consol i dated marketing areas, followed by brief descriptions of
the marketing areas (with those nodified fromthe Proposed Rul e,
and the nodifications, marked by *) and the major reasons for
consolidation. A nore detailed description of each consoli dated
order follows this summary.

At the end of the Order Consolidation portion of this
decision is appended a list of distributing plants associated with
each consolidated narketing area, with each plant’s expected
regul atory status, determ ned on the basis of data describing the
pl ants’ operations during Cctober 1997.



INSERT MAP OF CURRENT MARKETING AREAS
MAP -1



INSERT MAP OF CONSOLIDATED MARKETING AREAS
Map 2



ELEVEN CONSOLIDATED MARKETING AREAS.

*1. NORTHEAST - current marketing areas of the New Engl and,
New Yor k- New Jersey and Mddle Atlantic Federal milk orders, with
the addition of: the contiguous unregul ated areas of New
Hanmpshire, northern New York and Vernont; and the non-Federally
regul ated portions of Massachusetts. *The Western New York State
order area (ten entire and 5 partial western New York counties)
proposed to be included in the expanded Northeast order area has
been omtted. The handl ers who woul d be added to those currently
fully regul ated under the three separate orders either have a
sufficient percentage of their route disposition within the
consol i dated nmarketing area to neet the pooling requirenments or
are located in the area to be added.

Reasons for consolidation include the existence of
over |l appi ng sal es and procurenent areas between New Engl and and
New Yor k- New Jersey and between New Yor k- New Jersey and M ddl e
Atlantic. An inportant measure of association is evidenced by
i ndustry efforts to study and pursue consolidation of the three
Federal orders prior to the 1996 FarmBill.

2. APPALACHIAN - Current narketing areas of the Carolina and
Loui svi |l | e- Lexi ngton- Evansville (m nus Logan County, Kentucky)
Federal m Ik orders plus the marketing area of the forner
Tennessee Valley order, with the addition of 21 currently-
unregul ated counties in Indiana and Kentucky.

Overl appi ng sal es and procurenent areas between these
marketing areas are major factors for this consolidation

3. FLORIDA - current marketing areas of the Upper Florida,
Tanmpa Bay, and Sout heastern Florida Federal m |k orders.

Nat ural boundary limtations and overl appi ng sal es and
procurenment areas anong the three orders are major reasons for
consolidation, as well as a nmeasure of association evidenced by
cooperative association proposals to consolidate these three
marketing areas. Further, the cooperative associations in this
area have worked together for a nunber of years to accomodate
needed novenments of milk between the three Florida Federal orders.

*4. SOUTHEAST - current nmarketing area of the Sout heast
Federal m Ik order, plus 1 county fromthe Louisville-Lexington-
Evansvill e Federal m |k order nmarketing area; plus 11 northwest
Arkansas counties and 22 entire Mssouri counties that currently
are part of the Southwest Plains marketing area; plus 6 M ssour
counties that currently are part of the Southern Illinois-Eastern
M ssouri marketing area; plus 16 currently unregul ated sout heast
M ssouri counties (including 4 that were part of the former
Paducah marketing area); plus 20 currently-unregul ated Kentucky
counties (including 5 fromthe forner Paducah marketing area).

*A partial Mssouri county that has been part of the Sout hwest
Pl ai ns marketing area will beconme conpletely unregulated to



m ni m ze the reporting conplications caused by partially regul ated
counti es.

Maj or reasons for this consolidation include sales and
procurenment area overl aps between the Sout heast order and these
counti es.

*5. MIDEAST - current nmarketing areas of the Chio Vall ey,
East ern Chi o- Wstern Pennsyl vani a, Southern M chigan and I ndi ana
Federal m Ik orders, plus Zone 2 of the M chigan Upper Peninsul a
Federal mlk order, and nost currently-unregul ated counties in
M chi gan, | ndiana and Chio. *One partial and 3 entire counties in
north central Chio are left unregul ated, since they represent the
distribution area of a currently-partially regulated distributing
plant (Toft Dairy in Sandusky, Chio).

Maj or criteria for this consolidation include the overlap of
fluid sales in the Chio Valley narketing area by handlers fromthe
other areas to be consolidated. Wth the consolidation, nost
route disposition by handlers located within the M deast order
woul d be within the marketing area. A so, nearly all mlk
produced within the area woul d be pool ed under the consolidated
order. The portion of the M chigan Upper Peninsula marketing area
i ncluded in the M deast consolidated area has sales and mlk
procurenment areas in comon with the Southern M chigan area and
has m ni mal association with the western end of the current
M chi gan Upper Peninsul a nmarketing area.

*6. UPPER MIDWEST - current marketing areas of the Chicago
Regi onal , Upper M dwest, Zones | and |(a) of the M chi gan Upper
Peni nsul a Federal mlk orders, and unregul ated portions of
Wsconsin. *The |owa Federal order marketing area portion of one
II1'linois county, in which Chicago Regi onal handl ers have the
preponderance of sales, is added to the consolidated Upper M dwest
mar keti ng area, and the Chicago Regional portion of another
II'linois county, in which |owa order handl ers have the
preponderance of sales, is renoved and added to the consolidated
Central area. These changes will reduce overl appi ng route
di sposition between the two consolidated orders and reduce the
i nci dence of partial counties in marketing areas.

Maj or consolidation criteria include an overl appi ng
procurenment area between the Chicago Regi onal and Upper M dwest
orders and overl appi ng procurenment and route di sposition area
bet ween the western end of the M chigan Upper Peninsula order and
t he Chi cago Regional order. A nunber of the sane cooperative
associ ati ons market nenber mlk throughout the consolidated area.

*7. CENTRAL - current marketing areas of the Southern

II'linois-Eastern Mssouri, Central Illinois, Greater Kansas G ty,
Sout hwest Pl ai ns, Eastern Col orado, Nebraska-Wstern |owa, Eastern
South Dakota, lowa (* less the portion of an Illinois county that

wi Il become part of the consolidated Upper M dwest area) and



*West ern Col orado Federal mlk orders, * plus the portion of an
IIlinois county currently in the Chicago Regi onal Federal order
area, mnus 11 northwest Arkansas counties and 1 partial and 22
entire Mssouri counties that are part of the current Southwest
Pl ai ns marketing area, mnus 6 Mssouri counties that are part of
the current Southern Illinois-Eastern M ssouri narketing area,
plus 54 currently-unregul ated counties in Kansas, M ssouri
IIlinois, lowa, Nebraska and Col orado, plus 8 counties in centra
M ssouri *(six fewer than in the proposed rule) that are not
considered to be part of the distribution area of an unregul ated
handl er in central Mssouri, *plus 7 currently unregul ated

Col orado counties | ocated between the current Western and Eastern
Col orado order areas.

This configuration would | eave 31 unregul ated counties in
central Mssouri that are intended to delineate the distribution
area of Central Dairy at Jefferson Cty, Mssouri, which has
limted distribution in Federal order territory.

Maj or criteria on which this consolidation is based include
over | appi ng route disposition and procurenment between the current
orders. The consolidation would result in a concentration of both
the sales and supplies of mlk within the consolidated narketing
area. The consolidation would conbi ne several relatively snal
orders and provide for the release of market data without
revealing proprietary information. |In addition, many of the
producers in these areas share nmenbership in several comon
cooperatives. The Wstern Col orado area has becone nore cl osely
associ ated with the Eastern Col orado area than with the G eat
Basi n area since issuance of the proposed rule.

8. SOUTHWEST- current marketing areas of Texas and New
Mexi co- West Texas Federal mlk orders, with the additi on of two
currently-unregul at ed northeast Texas counties and 47 currently-
unregul ated counties in southwest Texas.

Maj or criteria supporting this consolidation include sales
and procurenment area overlaps and comon cooperative associ ation
menber shi p between the Texas and New Mexi co- West Texas marketing
areas, and simlar marketing concerns with respect to trade with
Mexico for both orders. Addition of the currently-unregul ated
Texas counties will result in the regulation of no additiona
handl ers, and will reduce handl ers’ recordkeepi ng and reporting
burden and the market administrator’s administrative costs.

9. ARIZONA-LAS VEGAS - current narketing area of Centra
Arizona, plus the dark County, Nevada, portion of the current
Great Basin nmarketing area, plus eight currently-unregul ated
Ari zona counti es.

The major criterion on which the consolidation is based is
sal es overlap between the sole Las Vegas, Nevada, handl er and
handl ers regul ated under the Central Arizona order in both dark



County, Nevada, and unregul ated portions of northern Arizona. The
Grand Canyon and sparsely popul ated areas in the northwest part of
Arizona, and the sparsely popul ated desert region of eastern
Arizona constitute natural barriers between this and adjacent
marketing areas. In addition, the nost significant relationship
between this area and any other is represented by the substantia
vol umes of bul k and packaged m | k exchanged between the Arizona-
Las Vegas area and Sout hern California.

*10. WESTERN - current marketing areas of the Sout hwestern
| daho- Eastern Oregon and Great Basin Federal mlk orders, mnus
O ark County, Nevada. *The Western Col orado order area, proposed
to be included in the Western order area, is instead included in
the consolidated Central order. The major criteria on which the
consolidation is based include overl appi ng sal es between
Sout hwest ern | daho- Eastern Oregon and Great Basin, as well as a
significant overlap in procurenent for the two orders in five
| daho counties. The two orders also have sinmilar multiple
conponent pricing plans and nost of the milk used in nonfluid
products under both orders is used in cheese.

Col l ection of detailed data for individual handlers indicates
that the strength of earlier relationships between the forner
Great Basin and Lake Mead orders that justified their 1988 nerger
have dw ndl ed significantly, with the Las Vegas area now nore
closely related to a conbination of southern California and
Central Arizona handlers.

11. PACIFIC NORTHWEST - current marketing area of the
Pacific Northwest Federal mlk order plus 1 currently-unregul ated
county in Oregon. The degree of association with other nmarketing
areas is insufficient to warrant consolidation



Table 1. MARKET | NFORMATI ON: Popul ation, Uilization, Producer MIKk
and Wi ghted Average Utilization Value (WAWV) in
Consol i dat ed Marketing Areas

Class | Producer
MARKET Population? Utilization? Mi k2 WAUV? 3
(mllions) (percent) (1000 Ibs.) (per cw)
Northeast 49.0 48. 6 1,962,335 | % 13. 97
Appalachian 17.3 85.0 410,372 | $ 13.35
Florida 14.1 90.6 217,952 | $ 15. 69
Southeast 26.9 85.6 482,499 | $ 13. 60
Mideast 31.0 58.9 1,040,112 | $ 13. 42
Upper Midwest
18.5 24.1 1, 597, 232 12.94

Central 21.5 50.1 868, 443 13. 29
Southwest 21.3 53.4 649, 872 13. 97
Arizona-
Las Vegas 5.7 46. 3 195, 943 13. 84
Western 3.2 32.5 304, 129 13. 14
Pacific
Northwest 9.0 35.6 539,987 | $ 13. 33

TOTAL 217.5 N/A 7,756,390 N/ZA

! Based on July 1, 1997 estimates.

2 Based on Cctober

1997 i nformati on,

for plants which

woul d be fully regul ated under assunptions used in

t hi s deci sion.

3 Not a blend price -- shown solely for the purpose
of showi ng inpact of consolidation on utilization




Tabl e 2. MARKET | NFORMATI ON: Nunber of Plants in
Consol i dat ed Marketing Areas

DISTRIBUTING PLANTS! MANUFACTURING
AND SUPPLY
MARKET Fully Exempt? FR Small PLANTS?
Regulated Businesses
(FR)
Northeast 64 9 31 95
Appalachian 25 3 4 13
Florida 12 1 2 4
Southeast 36 1 3 37
Mideast 51 4 27 59
Upper Midwest 27 3 13 301
Central 35 3 7 84
Southwest 21 2 5 17
Arizona-
Las Vegas 5 1 2 3
Western 11 1 5 18
Pacific
Northwest 19 4 12 27
TOTAL 306 32 111 669

1 Based on Cctober

1997 i nformati on.

Excl udes: (1)

out - of - busi ness plants through Decenber 1998; and
(2) new plants since Cctober 1997.
2 Exenpt based on size (less than 150,000 | bs.
route distribution per nonth).

3 Based on May 1997 information.




Descriptions of Consolidated Marketing Areas.

Each of the consolidated order areas is described in the text
following this introduction. The criteria which were used to
det erm ne which areas shoul d be consolidated are explained. For
each consolidated area, the following information is included:

Geography. The political units (states, counties, and
portions of counties) included in each area, the topography, and
the climatic conditions are described for the purpose of
delineating the territory to be incorporated in each consolidated
mar keting area and describing its characteristics pertaining to
m | k production and consunption. This informati on was derived
principally fromMcrosoft® Encarta® 96 Encycl opedi a, and
augrment ed by several U S. atl ases.

Population. The total population of each area and its
distribution within the area is included for the purpose of
identifying where mlk is consurmed. July 1, 1997, popul ation
estimates were obtained from*“CO 97-1 Estimates of the Popul ation
of Counties,” Population Estinmates Program Popul ation Division of
the U. S. Bureau of the Census.

Metropolitan Statistical Area (MSA) information is provided
by the United States O fice of Management and Budget (QOWVB), which
defines nmetropolitan areas according to published standards that
are applied to Census Bureau data. To be described as an MBA, an
area (one or nore counties) nmust include at least one city with
50,000 or nore inhabitants, or a Census Bureau-defined urbani zed
area (of at least 50,000 inhabitants) and a total netropolitan
popul ation of at |east 100,000 (75,000 in New England). Areas
with more than 1 nmillion population nmay be described as
“consolidated nmetropolitan statistical areas” (CVSAs) nmade up of
conponent parts designated as primary nmetropolitan statistica
areas (PMBAs). For purposes of the marketing area descriptions in
this decision, the term“MA’ al so i ncludes CVMSAs and PNMBAs.

Per capita consumption. Available data pertaining to per
capita consunption is discussed to hel p describe how nuch mlk is
needed to supply the fluid needs of the popul ation of each
marketing area. Per capita consunption nunbers were estinated by
state using data froma report on “Per Capita Sales of Fluid MIk
Products in Federal Order Markets,” published in the Decenber 1992
i ssue of Federal MIk Order Market Statistics, #391, issued May
1993. This data was the nost recent avail able.

Production. A description of the anount and sources of mlk
production for the market is included for the purpose of
identifying the supply area for each consolidated marketing area
Production data by state and county for each Federal mlk order
was conpiled frominformation collected by the offices
adm ni stering the current Federal nmilk orders (market
adm nistrators’ offices). For nost of the consolidated narketing



areas, production data has been updated to COctober 1997. For
several of the consolidated areas, however, COctober 1997 data is
difficult to conpile and, when conpared with previously published
statistics, may yield confidential information. For these areas,
the data cited in the proposed rul e has been used to describe the
sources of mlk for the consolidated market.

Distributing plants. For each marketing area t he nunber and
types of distributing plants expected to be associated with each
marketing area are included, with the locations of plants by
popul ation centers, to identify where mlk nust be delivered.

This informati on was coll ected by market administrators’ offices.
The expected regul atory status was determ ned on the basis of each
plant’s receipts and route distribution of fluid mlk during

Cct ober 1997. Changes in plant operations or distribution
patterns could change the expected status.

Utilization. The utilization percentages of the current
i ndi vi dual orders and the effect of consolidation on the
consol i dated orders are described for each marketing area, with an
estimate of the effect of consolidation on each current individua
order’s blend price. The current utilization data is published
each nmonth for each Federal nmilk order market. Pool data was used
to calculate the effects of consolidation on utilization

Other plants. The presence of manufacturing and supply
plants in and near the consolidated order areas, and the products
processed at these plants, are described for each consoli dated
area. This information was collected by market adm nistrators’
of fices for May 1997, and has been changed fromthe proposed rule
only where changes fromthe proposed narketing areas have
occurred.

Cooperative Associations. The nunber of cooperative
associ ati ons pooling nenber mlk under each of the current
i ndi vi dual orders included in each consolidated area, and the
nunber that pool mlk in nore than one of the areas is identified.
This informati on was obtai ned from nmarket adm nistrators’ offices,
updated to Decenber 1997 fromthe proposed rule. For purposes of
t he consolidation discussion, the four cooperative associ ations
that conmbined to create Dairy Farners of Anerica (DFA) are
considered to be a single organization

Criteria for Consolidation. The extent to which the criteria
used in identifying markets to be consolidated are supported by
the marketing conditions present in each of the consolidated areas
i s discussed.

Discussion of comments and alternatives. Coments filed in
response to the consolidation section of the proposed rule and
alternatives considered are sumrari zed and di scussed for each
consol i dated area



NORTHEAST .

The consol i dated Northeast marketing area is conprised of the
current New Engl and, New Yor k- New Jersey, and Mddle Atlantic
Federal m Ik order nmarketing areas (Orders 1, 2, and 4), with
currently-unregul ated areas in northern New York, Vernont and New
Hanpshire added. The entire areas of the States of Connecticut (8
counties), Delaware (3 counties), Mssachusetts (14 counties), New
Hanmpshire (10 counties), New Jersey (21 counties), Rhode Island (5
counties), and Vernont (14 counties) are contained within the
consol i dated Northeast order area. |In addition, the District of
Colunbia, 21 counties and the Cty of Baltinore in Maryland, 41
conplete and 3 partial counties and the 5 boroughs of New York
City in New York, the 15 Pennsyl vani a counties currently included
inthe Mddle Atlantic marketing area, and 4 counties and 5 cities
in Virginia are included in the consolidated order. There are 156
conplete and 3 partial counties and 8 cities, including the
District of Colunbia, in the consolidated Northeast narketing
ar ea.

The Western New York State order area, proposed to be
included in the consolidated Northeast area, is not included at
t he request of the business entity that would be nost affected by
its inclusion because the currently-unregul ated portions of
Pennsyl vani a are not i ncl uded.

Geography.

The Northeast nmarketing area extends fromthe Canadi an border
on the north, south to northern Virginia, eastern Maryl and and
Del anare, with its eastern edge al ong the western border of Mine
at the northern end of the marketing area, and along the Atlantic
Ccean for the remainder. The total northeast-sout hwest extent of
the marketing area is approximately 600 mles. The marketing area
extends westward to Lake Ontario in New York State (about 350
mles east to west), goes only as far west as the northern part of
New Jersey (about 60 miles), and expands westward agai n across the
eastern half of southern Pennsylvania, taking in a small part of
northeast Virginia, eastern Maryland, and Del aware (about 230
mles east to west). There is a large State-regulated area in
Pennsyl vania just to the west of the Northeast marketing area; and
nost of the State of Virginia to the south of the marketing area
also is regulated under a State order. The consolidated Northeast
marketing area is contiguous to no other consolidated narketing
areas, but parts of it, in south central New York State and south
central Pennsylvania, are very close to the consolidated M deast
ar ea.

The northern and northwestern parts of the Northeast area are
| arge areas of coniferous forests that are somewhat nountai nous.
To the south and sout heast of the forested areas are areas where
dairy farm ng predom nates as the prinmary type of agriculture. In



fact, for 4 of the 10 states that are located in the Northeast

mar keti ng area (New Hanpshire, New York, Pennsylvania and Vernont)
dairy products were the nunber 1 agricultural comodity in terns
of cash receipts during 1996. Principally along the Atlantic
coastline is a flatter area where other agricultural activities,

i ncl udi ng greenhouse and nursery, fruit, truck and m xed farnmn ng,
take place. A near-continuous strip along the east coast of the
area, from northeast Massachusetts southwest to the Baltinore
area, is a major industrial area and is heavily popul at ed.
Population

According to July 1, 1997, population estimates, the tota
popul ation in the consolidated Northeast marketing area is
49 million. The area is very densely popul ated, especially along
a coastal strip extending from Boston, Mssachusetts, in the
northeast to Washington, D.C., in the southwest. |In this
consol i dated nmarketing area of approximately 160 counties, 106 are
i ncluded within Metropolitan Statistical Areas (MSAs). The 20
Metropolitan Statistical Areas in the consolidated Northeast
mar keti ng area account for 93.7 percent of the total market area
popul ati on.

Al nmost sixty percent of the marketing area population is
located in 6 interconnected MSAs in 48 counties, extending from
central New Jersey to southern New Hanpshire. The six MBAs are:
Springfield, Massachusetts; Boston-Wrcester-Law ence,

Massachuset t s/ New Hanpshi r e/ Mai ne/ Connecti cut; Provi dence- Fal l

Ri ver - \Warwi ck, Rhode | sl and/ Massachusetts; New London-Norw ch
Connecti cut/ Rhode |sland; Hartford, Connecticut; and New Yor k-
Nort hern New Jersey-Long |sland, New York/ New Jersey/ Connecti cut/
Pennsyl vania. The population in this northeastern portion of the
marketing area is concentrated nost heavily at its northern and
southern ends -- the New York City area has a popul ati on of
approximately 20 mllion, and the Boston area’s population is
approximately 5.5 nmllion. Two of the other MSAs, Hartford and
Provi dence, each have over 1 mllion population. Al though each of
these six MSAs is described as a separate area in the popul ation
data, many of the counties involved are divided between separate
VBAS.

Just sout hwest of the New York City MSA is the Phil adel phi a-
WIlnmngton-Atlantic Cty, Pennsylvani a/ New Jersey/ Del awar e/

Maryl and MSA, with a population of 6 mllion. Sone counties of
these two MSAs are adjacent. Southwest of the Phil adel phia MBA
and separated fromit by only one county is the Wshi ngton

DC/ Bal tinore, Maryland/ northern Virginia MSA, with a population in
t he consolidated nmarketing area of 6.8 nmillion

O the 12 other MSAs in the consolidated marketing area, 6
are located in New York State, with an average popul ati on of
nearly 400,000 each. Two are located in Pennsylvania, wth



popul ations of .6 and .45 mllion. One MBAin Vernmont, 1 in
Del aware, and 2 in Massachusetts have average popul ati ons of
163, 000.

Fluid Per Capita Consumption

Fl uid per capita consunption estinates vary within the
Nort heast from 16.7 pounds per nonth in the nore southern parts of
the region to 20 pounds per nonth in New England. These rates
woul d result in a weighted average of 18 pounds per nonth, and an
estimated total fluid mlk consunption rate of 882 million pounds
per month for the Northeast marketing area. Approximately 752
mllion pounds of this fluid mlk consunption would be required
al ong the heavil y-popul ated coastal area extendi ng from nort heast
Massachusetts sout hwest through Washington, D.C. and northern
Virginia. Handlers who would have been fully regul ated under the
consol i dated Northeast order during Cctober 1997 distributed 828.1
mllion pounds within the consolidated marketing area. Cctober
1997 sales within the marketing area by handl ers that would be
regul ated by other orders totaled 6.2 nillion pounds, and sal es by
handl ers who woul d have been partially regulated were 18.9 mllion
pounds. Sales in the marketing area by exenpt and gover nnent
pl ants, and by producer-handlers totaled 6.6 mllion pounds.

Milk Production.

In Cctober 1997, nearly 19,000 producers from 13 states
pooled 1.9 billion pounds of mlk on the three orders conprising
t he consolidated Northeast order. Wth the addition of severa
currently-unregul ated handlers, it is probable that approxi nately
2 billion pounds of mlk per nonth will be pool ed under the
Nor t heast order.

El even of the 13 states supplying mlk to the three Federa
order pools are at least partly in the marketing area, and 84
percent of the producer nilk pool ed under the three orders in
Cct ober 1997 cane fromjust 3 states —New York (41.5 percent),
Pennsyl vania (32.2 percent), and Vernont (10.3 percent). Over 10
mllion pounds of mlk was produced in each of fifty-one counties:
1 county in northeast Connecticut, 3 in the nost northwestern of
the Maryl and portion of the marketing area, 30 spread over nost of
New York, 1 on the western edge of northern Virginia, and 16 in
sout heast to south central Pennsylvania and in the eastern part of
the northern tier of Pennsylvania counties, with an additiona
Pennsyl vani a county, Lancaster, accounting for over 150 mllion
pounds of mlk. Over seventy percent of the markets’ total
producer mlk was produced within the consolidated narketing area.

Less than one-third of the m |k production for the
consol i dat ed market was produced within 100 miles of the heavily
popul ated coastal corridor. Although the Northeast area contains
two out of the top five mlk-producing states in the U S. (New
York and Pennsylvania), the population of the marketing area is



nearly 20 mllion nore than the next nost-popul ated consol i dated
area (the Mdeast area, with 31 mllion people). The Northeast,
therefore, is a very significant mlk production area with a very
hi gh demand for fluid mlk and dairy products.

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards at 25 percent of route dispositions as
i n-area sal es, and updated for known plant cl osures through
Decenber 1998, 141 distributing plants woul d be expected to be
associated with the Northeast marketing area. On the basis of
data collected for Cctober 1997, the plants associated woul d
include 64 fully regulated distributing plants (58 currently fully
regulated, 5 currently partially regulated, and 1 currently
unregul ated), 15 partially regulated (2 currently fully regul ated
and 13 currently partially regulated). N ne exenpt plants having
| ess than 150, 000 pounds of total route disposition per nmonth (3
currently fully regulated, 2 currently partially regulated, 2
currently exenpt based on size, and 2 currently unregul ated) and
47 producer-handl ers (45 currently producer-handlers, 1 currently
partially regulated, and 1 currently unregul ated) woul d have been
associated with the market during Cctober 1997. Three handl ers
who currently are exenpt based on institutional status would
continue to be exenpt on the sane basis, and 3 handlers located in
the Western New York order area who woul d have been fully
regul ated under the proposed rule would continue to be unregul at ed
under any Federal order

Since Cctober 1997, 14 distributing plants (3 in New York, 2
in each of the States of Massachusetts, Mryland, New Jersey,
Pennsyl vania and Vernont, and 1 in Connecticut), have gone out of
busi ness.

Less than half (60) of the Northeast distributing plants
which were identified as being in business as of Decenber 1998
were located in the 6 Northeast MSAs that have over a nmillion
peopl e each. This nunber includes 31 of the pool distributing
plants. Under the consolidated order, it is anticipated that
there would be 5 pool distributing plants in the Boston-Wrcester-
Law ence area, 6 in the Philadel phia-WImngton-Atlantic Gty
area, and 11 in the New York-Northern New Jersey-Long |sland area.
The Hartford, Connecticut, area would have 2 pool distributing
pl ants, Providence-Fall River-Warwi ck would have 3, and the
Washi ngton-Bal ti nore area woul d have 4 pool distributing plants.

O the remaining 81 distributing plants, 14 pool distributing
plants were located in other MBAs as follows: 8 in New York; 4 in
Pennsyl vani a; and 2 in Massachusetts. Sixty-seven distributing
plants, including 19 pool distributing plants, were not located in
VBAS.

Utilization.



According to Cctober 1997 pool statistics for handl ers who
woul d be fully regul ated under this Northeast order, the dass |
utilization percentages for the New Engl and, New Yor k- New Jer sey,
and Mddle Atlantic markets were 52, 45, and 53 percent,
respectively. Based on cal cul ated wei ghted average use val ues for
(1) the current order with current use of mlk, and (2) the
current order with projected use of mlk in the consolidated
Nort heast order, the potential inpact of this decision on
producers who supply the current market areas is estimted to be:
New Engl and, a 9-cent per cwt decrease (from $14.09 to $14.00);
New Yor k- New Jersey, a 8-cent per cwt increase (from$13.91 to
$13.99); and Mddle Atlantic, a 10-cent per cwt decrease (from
$14.00 to $13.90). The wei ghted average use value for the
consol i dated Northeast order market is estimated to be $13.97 per
cw. For Cctober 1997, conbined ass | utilization for Orders 1,
2 and 4 was 47.7 percent based on 917.3 nillion pounds of producer
mlk used in dass | out of 1.922 billion total producer nilk
pounds.

The Northeast area is one of two consolidated marketing areas
that woul d have a significantly higher-than-average percentage of
its milk used in dass Il. Currently, all three of the orders
have Class Il utilization between 15 and 25 percent. Wen the
mar ket s are conbi ned the average for the consolidated nmarket wll
be approxi mately 18 percent.

Other Plants.

Located within the consolidated Northeast marketing area
during May 1997 were 95 supply or manufacturing plants: 13 in
Vernont (4 in the Burlington area), 1 in New Hanpshire and 10 in
Massachusetts (all in the Boston-Wrcester-Lawence area), 1 in
Rhode Island (in the Providence-Fall R ver-Warwick area), 7 in
Connecticut (3 in the Hartford area and 4 in the New York-Northern
New Jersey-Long Island area), 12 in New Jersey (all in the New
Yor k- Nort hern New Jersey-Long |Island area), 2 in Delaware (one in
t he Phil adel phia-WInington-Atlantic Cty area), 7 in Maryland
(four in the Washi ngton-Baltinore area), 13 in Pennsylvania (5 in
t he Phil adel phia-WInington-Atlantic Cty area), and 29 in New
York (9 in the New York-Northern New Jersey-Long |sland area).

Fifteen of the 95 plants are pool plants. O these poo
plants, 7 are manufacturing plants —5 manufacture prinarily
powder, 1 manufactures primarily cheese and 1 nanufactures
primarily other products. There are 8 pool supply plants —1 has
no primary product, but ships only to distributing plants; 5 are
supply plants that manufacture primarily dass |l products, and 2
supply plants manufacture prinmarily cheese. O the remaining 80
nonpool plants in the Northeast nmarketing area, 73 are
manuf acturing plants —37 manufacture primarily Cdass Il products,
1 manufactures primarily butter, 33 manufacture prinmarily cheese



and 2 manufacture primarily other products. Seven of the
remai ni ng nonpool plants are supply plants —2 are supply plants
that manufacture primarily Gass |l products and 5 are supply

pl ants that manufacture primarily cheese.

There are al so six supply or manufacturing plants in the
unregul ated area of New York —one in the unregul ated county of
Chaut auqua, one in the unregul ated portion of Cattaraugus County,
two in the unregul ated portion of Al egany County, and two in the
unregul ated portion of Steuben County. Two are pool supply plants
—one nanufactures primarily dass |l products and the other
manuf actures prinmarily cheese. The remaining four are nonpoo
manuf acturing plants -- three manufacture primarily cheese and one
manuf actures primarily Cass Il products.

Cooperative Associations.

During Decenber 1997, 76 cooperative associations pool ed
their nenbers’ nmilk on the three Northeast orders. Three of the
cooperatives pooled mlk on all three orders, 3 pooled mlk on
both the New Engl and and New Yor k- New Jersey orders, and 3 others
pooled mlk on both the New York-New Jersey and Mddle Atlantic
orders. The 9 cooperative associations that pooled mlk on nore
than one of the Northeast orders represented 72.6 percent of
cooperative mlk pooled under the 3 orders and 55 percent of the
total mlk. Seventy-six percent of the mlk pooled in the
Nort heast is cooperative association mlk, with 80 percent of
Federal Order 1 mlk, 68.4 percent of Federal Order 2 mlk, and 87
percent of Federal Order 4 nilk pool ed by cooperatives.

The 5 cooperatives that market nmilk only under Order 1
account for 26.7 percent of the milk nmarketed under that order by
cooperative associations, and 21.3 percent of total mlk marketed
under Order 1. In Oder 2, only 40.4 percent of cooperative
association mlk is marketed by the 59 co-ops that market mlk
only under Order 2. MIlk narketed by these cooperatives
represents 27.6 percent of the total mlk pool ed for Decenber
1997. Three cooperative associations that nmarketed mlk only on
the Order 4 portion of the Northeast order marketed 8.2 percent of
the mlk marketed by cooperatives under this order. This anpunt
of mlk represented 7.2 percent of total mlk pooled under Order 4
i n Decenber 1997.

Criteria for Consolidation.

The current New Engl and, New Yor k- New Jersey, and M ddl e
Atlantic Federal nmilk order marketing areas (Orders 1, 2, and 4)
shoul d be consol i dated because of the interrel ationship between
Oders 1 and 2 and between Orders 2 and 4 regarding route
di sposition and m |k supply. Ei ghty percent of fluid mlk
di sposition by handl ers who would be fully regul ated under the
consolidated order is distributed within the consolidated
marketing area. Fully regul ated handl ers account for 96 percent



of the fluid mlk products distributed within the consolidated
marketing area. The utilization of the three narkets is simlar
and several cooperative associations narket their nmenbers’ nmilk in
all three markets. The three markets are surrounded by State-
regul ated and unregul ated areas to the west and south, the
Atl antic ocean to the east, and Canada to the north. The
adjoining Maine State mlk order al so serves as sonewhat of a
barrier to mlk nmarketing in the northeast by limting the
associ ation of non-Maine mlk with the Mine pool

The nerger of these nmarkets has been previously proposed by
interested parties. A committee conprised chiefly of Northeast
regi on cooperatives was forned over three years ago to study a
nmerger of the three Federal orders. In support of a Northeast
consolidation, the conmttee and other interested parties,
i ncl udi ng handl ers and regul atory agenci es, have noted:
over |l appi ng sal es and procurenent areas; a trend toward
consol i dation of cooperative processors and handlers in the region
(l eaving the remai ning handlers with larger distributing areas and
vol unmes); and regulation of plants by an order in which they are
not located. The proponents of consolidation have indicated that
consolidation would tend to solve sonme of the presently existing
inequities and would lead to greater efficiency for handlers and
order administration.
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consolidation of the order areas included in the Northeast
mar keting area that were considered included the addition of all
currently unregul ated and State-regul ated area adj oi ning the O der
1, 2 and 4 marketing areas. These considerations included
Pennsylvania M1k Marketing Board (PMVB) Areas 2, 3, and 6, somne
or all of the non-Federally regulated part of the State of
Virginia, the unregul ated areas of Wst Virginia and Maryl and, the
Western New York State order area and northern New York, northern
Ver nont and New Hanpshire, pockets of unregulated area in
Massachusetts, and the State of Maine. The proposed rule would
have included in the consolidated Northeast marketing area the
unregul ated areas of Vernont, New Hanpshire, Mssachusetts,
nort hern New York, and the Western New York State order area.

Nearly 1,150 comments that dealt to sone extent with the
consolidation of the Northeast order area were received in
response to the proposed rule. Approximtely 125 of these
comrents favored adoption of a national marketing area map that
would include all US. territory in the 48 contiguous states in
one of ten Federal order areas. Over 950 conmments favored the
expansi on of the Northeast area into all of Pennsylvania, with
nore than 600 of these comments al so favoring expansion into sone
conbi nati on of the unregul ated areas of New York, Maryland, West



Virginia, Vernmont, Massachusetts, New Hanpshire, and Maine. Mre
than 50 commenters urged the continued om ssion of Pennsyl vani a
M1k Marketing Board Areas 2, 3, and 6 fromany of the
consol i dat ed Federal order areas.

Most of the conments supporting expansion of the Northeast
consol i dated marketing area into non-federally regul ated areas,
especi al | y Pennsyl vania, argued that handlers in the non-federally
regul ated areas conpete for mlk supplies in the sane nil ksheds
and for fluid mlk sales in the sane narkets as Federally-
regul ated handl ers, with the surroundi ng federal order pool (s)
carrying the necessary reserve mlk supplies for the dass | sales
di stributed by non-regul ated handlers. |In addition, the comrents
argued that dairy farmers whose mlk is priced in individua
handl er pools at primarily-fluid handl ers under PWMMB regul ation
have a conpetitive advantage over nei ghboring producers whose mlk
is included in marketw de pools that blend the cost of bal ancing
mlk supplies for fluid use with returns fromthe fluid market.

Nearly 60 comments, many from Pennsyl vania dairy farners,
opposed expansi on of the consolidated Northeast order area into
Pennsyl vania. Comrents stated that the PMMB individual handl er
pools result in greater returns to producers, and producer returns
woul d decline if handlers are required to pay the additional fluid
val ue into the marketw de pool to subsidize cheese/ powder plants.

As stated in the introduction to the consolidation
di scussi on, consolidation of the existing orders does not
necessitate expansion of the consolidated orders into currently-
unregul ated areas, especially if such expansion would result in
the regul ation of currently-unregul ated handl ers. Handlers
| ocated in PMMB areas 2, 3, and 6 are regul ated under the State of
Pennsylvania if they do not have enough sales in any Federal order
area to neet an order’s pooling standards. These PMMVB handl ers are
subject to mninumddass | pricing, sonmetines at price |levels that
exceed those that woul d be established under Federal m |k order
regul ation. Wen such plants do neet Federal order pooling
standards, the State of Pennsylvania continues to enforce sonme of
its regulations in addition to Federal order regul ations.

I ncl usi on of the Pennsyl vani a-regul ated handlers in the
consol i dated marketing area would have little effect on handl ers’
costs of Aass | mlk (or nmight reduce then), and woul d reduce
returns to a few producers. In view of these considerations, it
appears that stable and orderly marketing conditions can be

mai nt ai ned wi t hout extending full Federal regulation to State-
regul at ed handl ers.

There are significant differences between PMVB regul ati on and
Federal order regulation that nake it difficult to determne
whet her PMVB regul ati on gives State-regul ated handl ers a cost
advant age over Federally-regulated plants distributing mlk in the



sane areas. Sone of the differences between PMMB and Federa

order regulation are: 1) the nunber of classes of use (two versus
four); 2) the location at which mlk is priced (where it is
distributed for sale to consumers versus where it is received from
producers for processing); 3) individual handler pooling versus
mar ket wi de pooling; and 4) State regulatory treatnent of mlk sold
ininterstate conmerce, including mlk distributed outside the
State and received fromoutside the State. In addition to
creating different costs anong simlarly-located State- and
Federal | y-regul ated handl ers, PMVB regul ation may result in

di fferent costs between sinilarly-located PMVB-regul at ed handl ers.
However, since the nmain focus of this rul emaki ng process has been
to consolidate existing Federal marketing areas, it would be nore
appropriate to consider this issue of marketing area expansion in
Pennsylvania at a future tine.

Mai ne has been and continues to be excluded from Federa
order regulation. Three comments, two fromNew York State Dairy
Foods and one from Growl ey Foods, Inc., a fluid mlk processor
with distributing plants regul ated under the New York-New Jersey
and New Engl and orders, suggested including Maine in the
consol i dated Northeast order on the basis that Mine regulation
depends on bal anci ng seasonal reserves on the New Engl and order,
and that the inclusion of Maine would allow simlarly situated
handl ers equal opportunities. Five comrents supported Miine’'s
exclusion from Federal orders because of its geographic separation
fromother areas, its long history of successful mlk marketing
regulation, and the limted inpact of its pricing systemon other
regul ated areas.

There appears to be little reason to add the State of Mine
to the consolidated Northeast order area. Miine handlers with
significant distribution in the Federal order areas can be and are
pool ed under Federal orders, limting the extent of any
conpetitive advantage. Inclusion of M ne-regulated handlers in
t he consolidated nmarketing area would have little effect on
handl ers’ costs of Class | nmilk (or mght reduce then), and woul d
reduce returns to a few producers. Wen not pool ed under Federa
orders, Maine handlers are subject to mninmumprices paid for
m | k, and producers are assured mnimum prices in payment for
mlk. There is no conpelling reason to extend Federal order
regul ation to enconpass this State-regul ated nmarketing area.

The Western New York State order area, proposed to be added
to the consolidated Northeast area because the persons regul at ed
under that order had so requested, is not included. Upstate MIKk
Producers Cooperative (Upstate), the entity that woul d be npst
affected by the inclusion of this area, had supported its addition
prior to issuance of the proposed rule. Because the proposed rule
failed to include the State-regul ated Pennsyl vania areas in the



consol i dated Northeast area, however, Upstate determned that it
woul d be faced with unfair conpetition from PMVB-regul at ed

handl ers and requested that the Wstern New York order area be
left out of the consolidated Northeast order area.

Al'l of the comrents received that dealt with the inclusion of
unregul ated area in the States of Missachusetts, New Hanpshire,
and Vernont and the currently-unregul ated northern area of New
York State in the consolidated Northeast order area supported the
addition of this area. According to the coments, inclusion of
the currently unregul ated areas will assure that distributing
pl ant operators that currently are fully regul ated woul d be placed
on an equal conpetitive footing with handlers currently
unregul at ed, while having no negative effect on the producers who
woul d be affected. Inclusion of these currently unregul ated areas
woul d I'ighten handl ers’ reporting burden and the narket
adm ni strator’s administrative burden in keeping separate data on
sales in this small unregul ated area. The nunber of handl ers who
woul d be affected by these additions is mninmal, and the additions
woul d enhance the efficiency of Federal order administration while
easing the reporting burden of regul ated handl ers.

In addition to the northern portions of New Hanpshire,
Vernmont, and New York, and the snmall area of Massachusetts, the
of f shore Massachusetts counties of Dukes and Nantucket are added
to the marketing area. The only entity currently operating in
t hose counties (a producer-handler on Martha's Vi neyard) woul d be
exenpt fromthe pooling and pricing provisions of the order by
virtue of its status as a producer-handler and by havi ng fewer
t han 150, 000 pounds of route disposition per nonth. Minland
handl ers distributing mlk in these two counties would find their
reporting burden eased if these counties becone part of the
mar ket i ng ar ea.

APPALACHIAN.

The consol i dated Appal achian marketing area is conprised of
the current Carolina (Order 5) and Louisville-Lexington-Evansville
(Order 46) marketing areas (less one Kentucky county that is
i ncluded in the consolidated Sout heast marketing area) as well as
64 counties and 2 cities formerly conprising the marketing area of
the Tennessee Vall ey Federal Oder (Order 11), terminated in
Cct ober 1997, and currently-unregul ated counties in |Indiana and
Kentucky. There are 297 counties and 2 cities in this
consol idated marketing area. This area renmains unchanged fromthe
proposed rul e.

Geography.

The Appal achian market is described geographically as
follows: 7 unregul ated Georgia counties (fornerly part of O der
11), 20 Indiana counties (17 currently in Order 46 and 3 currently



unregul ated), 81 Kentucky counties (47 currently in Oder 46, 16
formerly part of Order 11, and 18 currently unregul ated), al

North Carolina and South Carolina counties (100 and 46,
respectively, and all currently in Order 5), 33 Tennessee counties
(formerly part of Order 11), 8 counties and 2 cities in Virginia
(formerly part of Order 11), and 2 West Virginia counties
(formerly part of Order 11).

The consol i dat ed Appal achi an market reaches fromthe Atlantic
coastline westward to southern |Indiana and western Kentucky’s
border with Illinois. It is surrounded by Illinois on the west,

I ndi ana, northeastern Kentucky, Wst Virginia and Virginia to the
north, the Atlantic Ccean on the east, and Georgia, Al abana

west ern Tennessee and sout hwestern Kentucky to the south.
Measuring the extrene di mensions, this market extends about 625
mles fromits northwest corner in Indiana to its southeastern
corner on the South Carolina-Georgia border, about 300 miles
south-to-north fromthe South Carolina-CGeorgia border to the North
Carolina-Virginia border, about 500 mles west-to-east fromthe
Appal achi an- Sout heast narkets’ border in Tennessee to eastern
North Carolina, and about 375 mles west-to-east fromthe
I1linois-Indiana border to Wst Virginia and Virginia.

The Appal achian market is contiguous to 3 other consolidated
mar keti ng areas: the Sout heast area to the sout hwest and south,
the Central area to the west and the M deast area to the north.
Unregul ated counties in Wst Virginia and State-regulated area in
Virginia also border this market to the north. North and South
Carolina have al nost 500 miles of coastline on the Atlantic Ccean.

In terns of physical geography, simlarities exist across the
states or areas included in this market. Southern |ndiana and
central Kentucky are in the Interior Low Pl ateau regi on where
val | eys and steep hillsides are typical. |In this market, the
Appal achi an or Cunberland and Al |l eghany Pl ateaus are found in West
Virginia, Virginia, Kentucky, Tennessee and northwestern Georgia
on the western edge of the Appal achian Muntains. Eastern
Tennessee and both western North and South Carolina are in the
Bl ue Ridge region, which is part of the Appal achian Muntain
range. Moyving eastward toward the Atlantic Ocean, the centra
part of the Carolinas are in the Piednont Plateau, with the
Atlantic Coastal Plain covering approximately the renaining
eastern half of both these states.

Cimatic types in this region vary sonewhat. Humd
subtropical climates are typical in nost of North and South
Carolina, as well as Virginia (which is affected by el evation
di fferences) and southern Indiana. Humid continental clinmates are
typical for northwestern Georgia, western North and South Carolina
and southern West Virginia. Tenperate clinmates are conmon in
eastern Tennessee and central Kentucky.



Much of the consolidated Appal achian area does not provide a
hospitable climate or topography for dairy farmng. As an
agricultural pursuit, dairy farmng is far down the list in the
area, accounting for an average of less than five percent of al
receipts fromfarmcomodities for the states involved. Crops
such as tobacco, corn and soybeans, and other |ivestock
commodi ti es such as cattle/cal ves, turkeys and broiler chickens
are nore prevalent in this region
Population.

According to July 1, 1997, population estimates, the tota
popul ation in the Appal achian marketing area is 17.3 million
There are 24 Metropolitan Statistical Areas (MSAs) within the
consol i dated marketing area, containing 62.3 percent of the area’s
popul ation. The largest 17 contain 57 percent of the popul ation
of the market. Charlotte, North Carolina, is the largest MBA in
the marketing area with a population of 1.35 nillion. Charlotte is
| ocated near the South Carolina border about at the md point of
the North and South Carolina border, and about 250 niles west of
the Atlantic coast. Less than 100 mles to the north lies the
second- | argest MSA of G eensboro- Wnston-Sal em Hi gh Point, North
Carolina, with a population of 1.15 mllion. About 50 mles east
of Greensboro is the third-Iargest MSA, Ral ei gh- Durham Chape
HI1l, with 1.05 mllion people. The Raleigh MSA abuts the
Greensboro MSA.  An additional four North Carolina MSAs are anong
the largest of the 17 MBAs contai ning 57 percent of the popul ation
of the consolidated marketing area, for a conbi ned popul ati on of
one mllion. North Carolina is the nost populous state in the
consolidated marketing area with 7.4 nillion; over sixty percent
of the population of North Carolina is located in these seven
VBAS.

South Carolina is the second-nost popul ous state in the
consolidated area, with 3.8 mllion people. The Carolinas contain
nearly two-thirds of the consolidated market’'s popul ation
Geenville is the largest MSA in the state with a popul ati on of
905,000. Geenville is located in the northwest corner of the
state. Charleston, the second-largest MBA in South Carolina, wth
over half a mllion people, is approximtely at the m dpoint of
South Carolina’ s coast.

The Tennessee portion of the consolidated Appal achi an mar ket
has a population of 2 mllion, with three MSA's that are included
inthe largest 17 in the market. These three areas contain 1.6
mllion, or just under 80 percent of the population in that part
of Tennessee that is included in the Appal achian marketing area.
The | argest Tennessee MBA is Knoxville, which is in the eastern
end of Tennessee near North Carolina. Six counties make up the
Knoxville MSA with a conbi ned popul ati on of 650,000. The Johnson
Cty-Kingsport-Bristol area, the second-largest Tennessee MBA, is



located in the northeastern tip of Tennessee along the Virginia
and North Carolina border, and contains 460, 000 peopl e.
Chattanooga, the third-largest MSA in Tennessee, is |located on the
Tennessee- Georgi a border, and has a popul ati on of 447,000. The
three MBAs run northeast to southwest just west of the North
Carol i na border.

The Kentucky portion of the consolidated Appal achi an market
contains 2.7 mllion people. There are two MSAs within the state
that are included in the largest 17 in the market. The largest is
Louisville, which |lies on the border with I ndiana and has a
popul ation of one mllion. Lexington, the second-I|argest Kentucky
MBA, is located in the center of the state and has just under half
a mllion people. GCenerally, the Kentucky counties in the
Appal achi an marketing area are not heavily populated. Only two
have popul ati ons over 100,000. They are Jefferson county, where
Louisville is located, and Fayette county, home to Lexi ngton

I ndi ana counties in the Appal achi an narket have a popul ati on
of .8 million. Only Vanderburgh county has a popul ati on over
100, 000. Evansville, the only MSA in the portion of |ndiana
i ncluded in the Appal achian market, is in Vanderburgh county.
Evansvill e’'s MSA contains 289,000 and is | ocated on the |ndi ana-
Kent ucky border, near the Illinois state line.

There are seven Ceorgia counties within the consolidated
Appal achi an marketing area, with a total population of .3 mllion
Three of them Catoosa, Dade, and Wl ker, are part of the
Chattanooga MBSA. These three counties have a conbi ned popul ation
of 124,000. The 10 Virginia counties in the Appal achian mar ket
have a population of .3 nmillion. Three of the counties, Scott,
Washi ngton and Bristol Cty, are part of the Johnson Cty-

Ki ngsport-Bristol MSA. The two West Virginia counties within the
Appal achi an market have a total population of .1 mllion.
Fluid Per Capita Consumption.

Estimates of fluid per capita consunption within the
consol i dat ed Appal achi an marketing area vary from 15.8 per nonth
for South Carolina to 20.4 pounds per nmonth for Indiana. Use of
17 pounds per nonth as a weighted average results in an estinated
294 mllion pounds of fluid mlk consunption for the Appal achi an
mar keti ng area. Appal achi an handl ers’ route disposition within
the area during Cctober 1997 totaled 283 million pounds, wth
another 21 mllion distributed by other order plants, partially
regul ated plants, and plants exenpt both for reasons of both size
and institutional status.

Milk Production.

M1k production data for the Appal achian consol i dated order
area has not been updated from Decenber 1997 to Cctober 1997 as
have the data for nost of the other consolidated order areas. The
Tennessee Valley order was term nated Cctober 1997. As a result,



on the basis of 10 percent of receipts distributed within the
Sout heast order area, three of the Tennessee Vall ey-regul at ed
handl ers becane pool plants under the Sout heast order
Consequently, mlk production data for the consolidated

Appal achi an and Sout heast orders based on Cctober 1997 pool data
woul d not be representative of the mlk that woul d be pool ed on
t hose consolidated orders. Available information indicates that
the sources of nmilk for the consolidated Appal achi an narket have
not changed in any significant way fromthe Decenber 1996 data.

In Decenber 1996, over 4,000 producers from 359 counties in
15 states pooled 443.3 mllion pounds of producer mlk on Orders
5, 11 and 46. Approximately 71 percent of the mlk pooled on the
three orders was produced within the proposed consoli dated
mar ket i ng ar ea.

North and South Carolina are the only States that are | ocated
entirely within the consolidated marketing area, and provi ded
nearly all of their producers’ mlk to Order 5 (enconpassing the
entire States of North and South Carolina), with 103.7 and 34
mllion pounds, respectively. Neither of these states produces
enough mlk to neet even the fluid mlk requirenments of its
popul ation. Kentucky producers pooled 101.1 million pounds on the
three orders, with 89 percent produced within the consolidated
mar keting area. Tennessee producers pooled 69.9 nillion pounds on
the three orders, principally on Order 11, with 84 percent
produced within the consolidated marketing area. Al though
Virginiais primarily outside the marketing area, producers from
40 Virginia counties supplied 68.5 mllion pounds of mlk for the
Tennessee Valley and Carolina order markets in Decenber 1996.
Ceorgi a producers pooled 27.6 mllion pounds and | ndi ana producers
pooled 21 mllion pounds in Decenber, with the balance of the mlk
pool ed on the three orders originating in A abama, Connecticut,
II'linois, Maryland, Massachusetts, New Mexi co, Pennsylvania, and
West Vi rgini a.

Thirty-four counties each supplied over 3 nillion pounds of
mlk to the three markets consolidated in this area. One such
county was |l ocated in New Mexico, and another in Pennsyl vani a.

Ei ght were located in Kentucky, south and southwest of Lexington
and sout heast of Louisville. Eleven were located in North
Carol i na west of the Ral ei gh-Durhamarea, with all but one |ocated
near & eensboro, Wnston-Sal em Asheville, Charlotte or Durham

O the two South Carolina counties that supplied over 3 nillion
pounds each, one was | ocated northwest of Colunbia, and the other
nort hwest of Charleston. The five Tennessee counties that pool ed
over 3 mllion pounds of mlk on the three orders are located in
nort heast and sout heast Tennessee; two in the Johnson G ty-

Ki ngsport-Bristol area and three sout hwest of Knoxville. Only one
of the six counties in Virginia that supplied over 3 nillion



pounds to Orders 5 and 11 is located within the nmarketing area.
Five of the six are located in southwest Virginia, with the other
in the northwest part of the State.

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di spositions as in-area sales and updated for known plant closures
t hrough Decenber 1998, 31 distributing plants would be expected to
be associated with the Appal achi an narketing area, including 25
fully regulated distributing plants (23 currently fully regul at ed,
1 currently partially regulated, and 1 currently unregul ated), 2
partially regulated (both currently partially regulated), 3 exenpt
pl ants, on the basis of having |l ess than 150,000 pounds of tota
route disposition per month (2 currently fully regulated and 1
currently unregul ated), and 1 government agency plant (currently a
gover nrent agency plant).

Four of the 31 distributing plants expected to be associ ated
with the consolidated area are located in Virginia, with only one
|l ocated within the marketing area. The plant in the marketing
area currently is fully regulated and is expected to remain so,
and one of the other Virginia plants, currently partially
regul ated, also is expected to be fully regulated. The other two
Virginia plants, both currently partially regul ated, are expected
to be remain in that status. Since Cctober 1997, 2 distributing
plants in the marketing area have gone out of business.

Under the consolidated Appal achian order, there would be 18
distributing plants in the | argest Appal achian MSAs havi ng
distributing plants. There would be 3 pool distributing plants in
t he G eensboro-W nston-Sal em H gh Point area. The Charl eston area
woul d have 2 pool distributing plants. The Johnson G ty-

Ki ngsport-Bristol, Tennessee, area would have 2 pool distributing
plants. The Greenvill e-Spartanburg- Anderson, South Carolina, area
woul d have 2 pool distributing plants. The Knoxville area woul d
have 1 pool distributing plant and 1 exenpt plant, with |l ess than
150, 000 pounds of total route disposition per nonth. The

Charl otte, Chattanooga, Lexington, Louisville, and Evansville
areas woul d each have 1 pool distributing plant. The Ral ei gh-

Dur ham area woul d have one governnent agency plant and one pl ant
exenpt on the basis of size.

O the remaining 13 distributing plants associated with the
mar ket, one pool plant would be located in a North Carolina MSA
and one pool plant would be located in a South Carolina MSA. The
el even remai ning distributing plants, eight of which are expected
to be pool plants, would not be located in MSAs. Three (2 pool, 1
exenpt) would be in North Carolina, and 3 would be in Virginia (1
pool and 2 partially regulated). Three plants in Kentucky, 1 in
Indiana, and 1 in Tennessee are expected to be pool plants.



The 25 plants expected to be fully regul ated under the
Appal achi an order had distribution totaling 365 mllion pounds in
Cct ober 1997, with 78 percent within the consolidated marketing
ar ea.

A South Carolina plant included above in the description of
fully regulated distributing plants -- Superbrand Dairy Products,
Inc., in Geenville (about 140 miles northeast of Atlanta)-- has a
greater proportion of its sales in the Southeast market than in
t he Appal achian market. This plant currently is |ocked into
regul ati on under the Carolina order based on its need to procure a
mlk supply in the Carolina order, although it has greater route
di sposition in the Southeast. This lock-in is included in the
Appal achi an order provisions.

Utilization.

As in the case of mlk production data, Cctober 1997 data for
the three markets consolidated in the Appal achian order are not
avai |l abl e because of the term nation that nmonth of the Tennessee
Val l ey order. |Instead of using Cctober 1995 data fromthe
proposed rul e, however, Septenber 1997 data is used as
representative for this section

According to Septenber 1997 pool statistics for handlers who
woul d be fully regul ated under this Appal achian order, the dass |
utilization percentages for the Carolina and Loui svill e-Lexington-
Evansvill e nmarkets and the forner Tennessee Vall ey market were 86,
80, and 87 percent, respectively. Based on cal cul ated wei ghted
average use values for (1) the current order with current use of
mlk, and (2) the current order with projected use of mlk in the
consol i dat ed Appal achi an order, the potential inmpact of this
deci sion on producers who supply the current narket areas is
estimated to be: Carolina, unchanged (from $13.59); Louisville-
Lexi ngton-Evansville, a 3-cent per cw increase (from$12.73 to
$12.76); and Tennessee Valley, a 6-cent per cwt decrease (from
$13.38 to $13.32). The wei ghted average use value for the
consol i dated Appal achi an order market is estimated to be $13. 35
per cwt. For Septenber 1997, conbined Class | utilization for
Orders 5, 11 and 46 was 85.0 percent based on 349.0 mllion pounds
of producer mlk used in ass | out of 410.4 million tota
producer m |k pounds pool ed.

Other Plants.

Al so |located within the consolidated Appal achi an nmarketing
area during May 1997 were 13 supply or manufacturing plants: 4 in
Kentucky (1 in the Louisville area), 5 in North Carolina (1 in the
Charl otte- Gastoni a-Rock H Il area and one in the G eensboro-
Wnston-Salem H gh Point area), 1 in Tennessee, and 3 nonpoo
cheese plants in Indiana (1 in the Lexington area and one in the
Louisville area). Three of the 13 plants are pool plants, or have
a “pool side.” Two of the three pool plants (one in Kentucky and



the one in Tennessee) are “split plants,” that is, one side of a
plant is a manufacturing facility, and the other side receives and
ships Gade A milk, and accounting is done separately. O these
pool plants, the pool sides of the 2 split plants have no primary
product, shipping only to distributing plants. The nonpool side
of one of these plants nmanufactures cheese, while the nonpool side
of the other manufactures powder. The other pool plant is a
supply plant that manufactures primarily dass Il products.
t he other nonpool plants in the Appal achian marketing area, 5
manuf acture primarily cheese and 5 nanufacture primarily Cass |
products.
Cooperative Associations.

Usi ng Sept enber 1997 cooperative association information for
the former Tennessee Valley order area and Decenber 1997
information for the Carolina and Louisville-Lexington-Evansville
(Order 46) orders, it can be estimated that approxinmately 75
percent of the milk in the consolidated Appal achi an area was
supplied by 12 cooperatives. Dairynmen' s Marketing Cooperative,
Inc., and cooperative associations that merged to formDairy
Farners of America supplied nearly half of the m |k pooled on al
three markets during these nonths. Carolina-Virginia MIk
Producers Association, Inc., supplied approximately 20 percent of
the nmilk pooled on both the Carolina and Tennessee Vall ey narkets.

Fi ve cooperative associations supplied 16 percent of the mlk
pool ed under the Carolina order in Decenber 1997, but supplied no
mlk to the other two markets. Three of these cooperatives pool ed
no mlk on any other Federal order narket, while one al so pooled
mlk on the two Chio orders, the New York-New Jersey order, and

the Mddle Atlantic order. In addition to the Carolina order, the
fifth cooperative pooled the mlk of Texas producers on the Texas,
Southern II1inois-Eastern Mssouri, Chicago, and Sout heast orders.

In addition to the 55 percent of the Septenber 1997 Tennessee
Valley mlk supply from cooperative associations pooling mlk on
t he other two Appal achi an nmarkets, one cooperative that al so
pooled mlk on the Southeast order in Decenber 1997 supplied
approximately 15 percent of the nmilk pooled on the Tennessee
Val | ey order.

Three cooperative associations that supplied | ess than 2
percent of the mlk pooled under Order 46 did not supply nmlk to
either the Carolina or Tennessee Valley narkets.

Criteria for Consolidation.

Overl appi ng route disposition and procurenent are the primary
criteria on which this consolidation is based. There is a
stronger relationship between the three nmarketing areas invol ved
t han between any one of them and any other marketing area on the
basis of both criteria. Route dispositions within the Appal achi an
area by handl ers who woul d be regul ated under this order account



for 93 percent of the total fluid mlk products distributed in the
area. The primary sources of the remaining 7 percent are four

ot her consolidated order areas, with no nore than 3 percent
distributed by any of the four. Handlers to be regul ated under

t he Appal achian order distributed nearly 80 percent of their route
di spositions within the marketing area.

Over two-thirds of the mlk supply for the Appal achian mar ket
is produced within the marketing area, with a large part of the
rest of the mlk supply coming fromunregulated areas to the north
(Mirginia and Pennsyl vania). The Appal achi an order area supplies
a significant minority of the mlk supply for the Southeast
mar ket, but in Cctober 1997 this anbunt was | ess than the amount
supplied to the Southeast area fromthe Sout hwest area. In
addition, a large proportion of the mlk produced in the
Appal achi an order area that was pool ed on the Southeast order in
Cct ober 1997 was received at plants that formerly were pool ed
under the term nated Tennessee Valley order, and will be pool ed
under the consolidated Appal achian order. There is also comobn
cooperative association affiliation between the narkets.
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives that
were consi dered included conbining all of the current Florida,
Carol i na, Tennessee Vall ey and Sout heast order areas,
consol i dati ng the Sout heast and proposed Appal achi an areas, and
including all of the State of Kentucky in one order, specifically
t he Sout heast. These alternative consolidations were exam ned at
I ength and were found to have | ess overlap in sales and
procurenment than the Appal achian marketing area.

Thirteen coments that pertained specifically to the proposed
Appal achian area were filed by 12 conmenters in response to the
proposed rule. Six of these comments supported the consolidation
of the Appal achian marketing area as described in the proposed
rule, including coments filed by several affected dairy farners,
the North Carolina Departnent of Agriculture, the North Carolina
Dai ry Producers Association, and a comment filed on behal f of
Pi ednont M1k Sales, Inc., Hunter Farns, Land O Sun Dairies and
M1l kco, Inc. This last comment stated that the Appal achi an and
Sout heast areas shoul d not be conbi ned because a separate mlk
order area shoul d exist between the consolidated Northeast and
Sout heast order areas. The comment argued that existence of the
Appal achi an area woul d be expected to result in blend price
di fferences between and anong the Northeast, M deast, Appal achi an,
Sout heast and Florida orders such that mlk supplies will nove
Sout h and East as needed.

Seven conmments supported the conbi nati on of the Appal achi an
and Sout heast areas, or at least the inclusion of nore territory
in the Appal achian area. The Kentucky Farm Bureau Federation



urged that all Kentucky counties and the proposed Appal achi an area
be combi ned with the Southeast. The comrent stated that this
further consolidation would make milk utilization rates nore
simlar across the order, would facilitate and encourage mlk flow
to deficit areas and minimze any negative price inpacts on
producers. According to the Carolina-Virginia M|k Producers
Associ ation, the existence of separate Southeast and Appal achi an
order areas could result in disorderly marketing conditions on the
eastern side of the proposed Sout heast order area. Comments filed
by Trauth Dairy urged the inclusion of the northern areas of

Kent ucky, including the Newport, Kentucky, area containing Louis
Trauth Dairy, Inc., in the proposed Appal achian area rather then
in the proposed M deast area.

A comment filed by DFA supported the inclusion of Charleston,
West Virginia, and areas of Wst Virginia south of Charleston, as
well as the Ohio counties surrounding G ncinnati and the northern
counti es of Kentucky, in the Appal achian market rather than the
M deast nmarket to pronote orderly marketing of milk. The DFA
conment stated that adequate nilk supplies do not exist in close
proximty to processors in the greater G ncinnati, Chio, and
Charl eston, Wst Virginia, markets, and that an econom c incentive
nmust be provided to assure a mlk supply to those processors. A
second DFA conmmrent recommended that the Sout heast and Appal achi an
order areas be conbi ned because the primary supplenental mlk
supply for both areas is in nore western states (Texas, New Mexico
and Mssouri). The comment stated that it is likely that these
suppl emrental supplies would be likely to be associated with the
Sout heast order because of its greater proximty, and eastern
Sout heast nilk woul d be “stair-stepped” across to the Appal achi an
order to reduce hauling costs. According to DFA, during the
market’ s flush production nonth, the Appal achi an order woul d not
bear the burden of surplus nmilk since the distant surplus mlk
woul d be associated with the Southeast order in addition to the
eastern Southeast nmilk supplies that al so woul d be associated with
t he Sout heast order to avoid inefficient mlk novenents, resulting
in a disproportionate burden of surplus mlk pooled on the
Sout heast order.

For the nonth of Cctober 1997, a nonth when sone suppl enent al
supplies usually are required for short nmarkets, nearly one-
quarter of the producer nilk pooled on the current Southeast order
originated in the States of Mssouri, New Mexico, and Texas. For
the sane nonth, just over 1 percent of the producer mlk pool ed on
t he Loui sville-Lexington-Evansville and Carolina orders was
produced in those nore western States. It is clear that the
western mlk is a rmuch nore inportant source of supply for the
Sout heast area than for the Appal achian area, and that the
magni tude of this difference is an indication of how much these



two consolidated nmarkets differ. The ability to pool surplus mlk
on the Sout heast order is directly related to the addition of the
sout hern M ssouri/northwest Arkansas area to the Sout heast
marketing area, an addition that was strongly urged by DFA
Concerns about the ability of handlers in the eastern part of the
Sout heast area to attract a supply of milk could be addressed nore
appropriately by the inclusion of transportation credits in the
Sout heast order than by consolidation with the Appal achi an area.

A dairy farner in Wst Virginia urged that the State of West
Virginia be added to the Appal achian order area because m |k usage
for Class | nmilk and cost of production would then becone simlar
to the other states in the Appal achian area. Another dairy farner
referred to a conment filed earlier to include Maryland in the
Appal achi an area instead of the Northeast.

As discussed in the proposed rule, consolidating the Carolina
and Tennessee Valley nmarkets with the Southeast does not
represent the nost appropriate consolidation option because of the
m nor degree of overlapping route disposition and producer mlk
bet ween t hese areas. That conclusion continued to be supported by
data gathered for distributing plants for Cctober 1997.

The northern Kentucky/southern Chio and West Virginia area
was exam ned in painstaking detail with updated data to determ ne
whet her or where this area could be divided to reflect handlers’
sal es areas and supply procurenent areas better than in the
proposed rule. No support for such a nodification to the proposed
rule could be found. Only one Appal achi an handl er has significant
route disposition within the Chio Valley order area, while a very
smal|l volune of Class | sales noves fromthe Chio Valley area into
the Order 46 area. There is even | ess overlap between either West
Virginia or Maryland and t he Appal achi an area, and no
justification for changing the marketing area of either of these
St at es.

FLORIDA.

The consolidated Florida nmarketing area is conprised of the
three current Federal order nmarketing areas contained wholly in
the state of Florida: Upper Florida (Oder 6), Tanpa Bay (O der
12) and Sout heastern Florida (Oder 13). There are 63 counties in
this consolidated area (40 in Order 6, 13 in Oder 12, and 10 in
Order 13). This area remmins unchanged fromthe proposed rule.
Geography.

The consolidated Florida nmarketing area is described
geographically as all counties in the State of Florida, with the
exception of the four westernnobst counties in the Florida
Panhandl e. This marketing area is a large peninsula, ranging from
about 140 miles in width in the north to about 50 miles in wdth
in the south, that extends south fromthe southeast U S. about 400



mles between the Atlantic Ccean and the Gulf of Mexico. Al so
included in the Florida narket is approximately 150 mles of the
Panhandl e, a narrow strip of |land extending west along the Qulf of
Mexico fromthe northern part of the peninsula. The water
surroundi ng nost of Florida s peninsula constitutes a natura
boundary, as east-to-west travel is linted.

Al nmost all of Florida has a humid subtropical clinmate. The
southern end of the state and the islands south of the peninsula
have a tropical wet and dry climate. In general, the state's
climate can and does affect levels of mlk production negatively.
Seasonal variation in production for this market typically is
greater than for nost other U S. regions. The inportance of dairy
farm ng as an agricultural pursuit in Florida is relatively mnor
(7 percent of total receipts fromagricultural conmodities), with
several crops contributing nore total receipts to the State’s
i ncome. However, no livestock commodity is as inportant in
Florida as dairy farnng
Population.

According to July 1, 1997, popul ation estimates, the tota
popul ation in the consolidated Florida marketing area is 14.1
mllion. N nety-three percent of the population of the marketing
area is located in Metropolitan Statistical Areas (MSAs). The two
| argest MSAs are M am -Fort Lauderdale (Mam ) on the eastern side
of the southern end of the peninsula, and Tanpa-St. Petersburg-

O earwater (Tanpa) midway on the western side of the peninsula.
Broward and Dade Counties conprise the Mam popul ation center
(currently in Oder 13) with a population of 3.5 mllion. The
Tanmpa popul ation center (currently in Order 12) is conprised of
Her nando, Hill sborough, Pasco and Pinellas counties with a
popul ation of 2.2 mllion. The six counties in these two

popul ation centers represent about 41 percent of the total

mar ket i ng area popul ation

Fluid Per Capita Consumption.

Florida customarily is considered a deficit milk production
state. For nuch of the year, mlk needs to be inported from ot her
states in order to neet the demand for fluid consunption. Based
on the population figure of 14.1 mllion and an estimated per
capita fluid mlk consunption rate of 17 pounds of fluid m |k per
nmonth, total fluid mlk consunption in the Florida narketing area
is estimated at 239.7 million pounds per nonth.

During Cctober 1997, 216 nillion pounds of mlk were di sposed
of in the consolidated nmarketing area by all Florida distributing
pl ants expected to be fully regul ated under the Florida order
O her order plants had route disposition within Florida of 14.2
mllion pounds. Another 1.3 mllion pounds of mlk was
distributed within the consolidated area by partially regul ated
handl ers, producer-handl ers, and exenpt plants. The di screpancy



bet ween the actual total route disposition of 231.5 m|lion pounds
and the estimated consunption level of 239.7 mllion pounds rmay be
expl ai ned by the ol der than average population in Florida.

Milk Production.

In Cctober 1997, 175.8 million pounds of nmilk produced in
Fl orida were pooled in four Federal orders; 98.5 percent of this
m |k was pooled on the three current Florida orders. About 340
producers located in Florida (96 percent of all Florida producers
havi ng association with Federal orders) had producer mlk pooled
on at |east one of the three Florida markets. A small nunber of
Fl ori da producers had producer mlk associated with Order 7, while
nore than 100 Georgia producers had producer mlk associated with
the Florida nmarkets. Additionally, 44.7 mllion pounds of Georgia
m | k was pooled on the three Florida markets; 89 percent of this
mlk went to Order 12.

There are 40 counties in Florida that pooled nmlk in at |east
one of the three current Florida orders. Eight of these counties
produced 66.5 percent of the m |k pool ed.

Three counties (G lchrist, Lafayette and Suwannee, about 75
mles west of Jacksonville) had 42.3 million pounds of producer
mlk. For these three counties, 72.6 percent of the Cctober 1997
producer mlk was pool ed on the Tanpa Bay order, which is |ocated
approximately 150 mi |l es sout heast of the counti es.

Nearly 90 percent of Cay County’s producer nilk was pool ed
in Oder 6. This county is in the Jacksonville MSA, which is the
| argest popul ation center in Order 6.

Twenty-two and one-half mllion pounds of producer mlk cane
fromH Il sborough, Hi ghlands, and Manatee Counties, all part of
the Order 12 market. However, 64 percent of this nmilk was pool ed
on Order 13, with the rest pooled on Order 12.

Ckeechobee County, located in the Order 13 narketing area
about 125 niles northwest of the Mam area, is by far the | argest
m | k producing county in Florida. The county had 43.8 million
pounds of producer milk in Cctober 1997, alnost all of which was
pool ed on Order 13.

Distributing Plants.

Using plant lists included in the proposed rule, wth pooling
standards adjusted to 25 percent of route dispositions as in-area
sal es, updated for known plant closures through Decenber 1998, 12
pl ants woul d be expected to be fully regul ated under the
consolidated Florida nmarket. Four of these plants are located in
the Mam MSA and three in the Tanpa MSA. Three plants are
located in md-Florida, one in the Olando area and two in the
Lakel and-Wnter Haven area. Two nore are |ocated in northeast
Fl orida: one in the Jacksonville area, and one in Daytona Beach
One plant in the Tanpa MBA, currently fully regul ated, would be
exenpt on the basis of size. One partially regulated plant in the



Jacksonvill e area woul d be expected to continue its partially
regul ated status, and one producer-handler is not |located within
an MSA

Slightly less than two-thirds of the consolidated nmarket’s
popul ation is contained in the MSAs where fully regul ated plants
are | ocated.

Utilization.

According to Cctober 1997 pool statistics for handl ers who
woul d be fully regul ated under this Florida order, the Cass |
utilization percentages for the Upper Florida, Tanpa Bay, and
Sout heastern Florida nmarkets were 91, 88, and 94 percent,
respectively. Based on cal cul ated wei ghted average use val ues for
(1) the current order with current use of mlk, and (2) the
current order with projected use of mlk in the consolidated
Florida order, the potential inpact of this rule on producers who
supply the current market areas is estimated to be: Upper Florida,
a 4-cent per cwt decrease (from $15.39 to $15.35); Tanpa Bay, a 8-
cent per cwt increase (from $15.54 to $15.62); and Sout heastern
Florida, a 13-cent per cwt decrease (from $16.03 to $15.90). The
wei ght ed average use value for the consolidated Florida order
market is estimated to be $15.69 per cwt. For Cctober 1997,
conbined Class | utilization for the three Florida markets was
90. 6 percent based on 197.5 million pounds of producer mlk used
in Class | out of 218.0 mllion total producer mlk pounds.

Other Plants.

Al so located within the Florida marketing area duri ng May
1997 were four supply or manufacturing plants, three of which are
not associated with the current narkets’ pools. Three ice cream
plants are located in the Tanpa area and one pool supply plant is
in the Jacksonville area
Cooperative Associations.

In Decenber 1997, three cooperatives marketed mlk in the
Fl ori da markets, representing nearly 100 percent of the mlk
mar keted. Effective Cctober 1, 1998, Florida Dairy Farners
Associ ati on, which narketed m Ik under all three Florida orders,
and Tanpa | ndependent Dairy Farners’ Association, Inc., which
marketed ml k only under the Tanpa Bay order, nerged to create
Sout heast M1k, Inc. The Decenber 1997 production marketed by
t hese two cooperatives in all three Florida orders conprised 93
percent of the producer nilk associated with the three markets.
Dairy Farmers of America, Inc. (DFA), nenbers marketed nearly 7
percent of producer mlk associated with the three Florida orders
on the Tanpa Bay and Sout heastern Fl ori da pool s.

Criteria for Consolidation.

The consol i dated Fl ori da market shoul d enconpass the current
mar keti ng areas of the Upper Florida, Tanpa Bay and Sout heastern
Florida Federal mlk orders. Natural boundary limtations and



over| appi ng sal es and procurenent areas anong the three orders are
maj or reasons for consolidation, as well as a neasure of
associ ati on evidenced by cooperative association proposals to
consolidate these three marketing areas. Further, the cooperative
associations in this area have worked together for a nunber of
years to accomodat e needed noverents of m |k between the three

Fl ori da Federal orders, and into and out of the area.

Discussion of Comments and Alternatives.

Prior to the issuance of the proposed rule, the inclusion of
ot her Federal order marketing areas with the consolidated Florida
area was consi dered because of the existence of sone overlap of
sal es, procurenment of producer mlk, and dispositions of surplus
ml k. However, because of the closeness of the relationship
between the current Florida markets and the |ack of significant
overlap of sales or production with other order areas no basis was
seen for expanding the consolidation any further

Only three comrents were received that pertained specifically
to the consolidated Florida area. These comments, filed by the
t hree cooperative associations with nenbership in the consolidated
Fl ori da marketing area, supported the consolidation of the current
three Florida order areas wi thout any additional territory.

SOUTHEAST .

The consol i dated Sout heast marketing area is conprised of the
current Southeast (Order 7) marketing area, portions of the
current Southwest Plains (Order 106) narketing area in northwest
Arkansas and southern M ssouri, and six southeastern M ssour
counties fromthe current Southern Illinois-Eastern M ssour
(Order 32) marketing area. Al so included are 16 currently
unregul ated M ssouri counties, 21 currently unregul ated Kentucky
counties, and 1 Kentucky county that currently is part of the
Loui svi l | e-Lexi ngton-Evansville (Order 46) marketing area. There
are 572 counties in this consolidated area. A partial county in
M ssouri that was proposed to be included in the Southeast area
has been onmitted.

Geography.

The Sout heast market is described geographically as foll ows:
all counties or parishes in Al abama, Arkansas, Louisiana, and
M ssi ssippi (67, 75, 64 and 82 counties, respectively), 4 in
Florida, 152 in Georgia, 44 in Mssouri, 62 in Tennessee and 22 in
Kent ucky (one --Logan County-- currently is in Order 46, and 21
currently are unregulated). O these 21 counties, 14 were part of
t he former Paducah, Kentucky (Order 99) marketing area. Eleven
Arkansas and 22 Mssouri counties are part of the current O der
106 marketing area. Six Mssouri counties are part of the current
Order 32 marketing area. Sixteen southeastern M ssouri counties
currently are unregul ated (4 of these were part of the forner



Paducah Federal mlk order). A partial Mssouri county that was
proposed to be part of the Southeast area is onmtted for the
pur pose reducing the incidence of partially regulated counti es.

The Sout heast nmarket spans the southeastern area of the
United States fromthe @ulf of Mexico and the Al abanma/ Georgi a-

Fl ori da border north to central M ssouri, Kentucky, Tennessee and
South Carolina, and fromthe Atlantic Ccean west to Texas,

kIl ahoma, and Kansas. Measuring the extrene dinmensions, this

mar ket extends about 575 nmiles north to south fromcentra

M ssouri to southern Louisiana and 750 niles west to east from
Loui siana’s border with Texas to the Atlantic Ccean coast in

sout hern Ceorgi a.

The Sout heast nmarketing area is contiguous to 4 other
consol i dated nmarketing areas: Florida to the southeast, the
Sout hwest to the west, the Central to the northwest and the
Appal achian to the northeast and east. GCeorgia's coastline on the
Atlantic Qcean is about 100 miles in length, while western
Fl ori da, Al abanma, M ssissippi and Loui si ana extend about 600 miles
along the @Qul f of Mexico coastline. Al so contiguous to the
current Southeast narket are currently unregul ated counties in
Texas, M ssouri, Kentucky (and as of Cctober 1, 1997, the
Tennessee Valley [Order 11] narketing area). The consolidated
mar ket i ng areas woul d enconpass all of these counties in the
Sout hwest, Central, Appal achian or Sout heast narketing areas, wth
sone currently-unregul ated counties in central M ssouri remaining
unr egul at ed under this proposal

In terns of physical geography, the Southeast region is
generally flat or gently rolling lowlying land. Relatively
hi gher el evations which night potentially formnatural barriers or
obstruct easy transportation exist in northwest Arkansas and
nort heast Georgi a.

Movi ng fromthe south to the north of the Southeast narket,
climates range fromhum d subtropical in coastal areas to warm and
hum d or humid continental to tenperate in Tennessee and Kent ucky.
Warm hum d sunmers and mild winters are typical in the Southeast.
These types of climates can severely linit the production |evel of
dairy herds in the sunmrer.

Population.

According to July 1, 1997, population estimates, the tota
popul ation in the consolidated Southeast marketing area is 26.9
mllion. The 42 Metropolitan Statistical Areas (MSAs) in the
mar ket account for 62.3 percent of the total marketing area
popul ation. Al nost half of the Southeast population is located in
the 17 nost popul ous MSAs. Ei ght MSAs have popul ati ons greater
t han 500, 000 each; their total population is about 36 percent of
t he Sout heast popul ati on. Because of the | arge nunber of MSAs in
t he Sout heast market and al so because no large (i.e., greater than



500, 000) popul ation centers are added to this market, only those
areas with popul ations greater than 500,000 are described in
greater detail.

Over 25 percent of the Sout heast market’s population is
| ocated in Georgia, the nost popul ous of the Southeast market
states, with 7.2 million people. A nost half of CGeorgia's
popul ation is concentrated in the Atlanta MSA, |ocated about 60
mles south of the Southeast - Appal achi an marketi ng area boundary
in the northwest portion of the state. Atlanta is the |argest
city in the Southeast market with a population of 3.6 mllion.

Wth 4.3 mllion people, Al abanma is the Southeast nmarket
area’s third nost popul ous state. Birm ngham and Mbile, the
state’s two | argest MBA regions, are anpong the top eight in
popul ation in the Southeast. The Birm ngham area has a popul ati on
of about 900,000 and ranks 5'" in size anong all Southeast area
MBAs. Birminghamis |ocated about 150 niles west of Atlanta in
north central Al abanma. The Mbile area is a Qulf of Mexico port
city in southwestern Alabana. Wth a popul ation of 527, 000,
Mobile is the 8" | argest popul ation center in the Southeast narket
ar ea.

Loui siana is the second nost popul ated state in the Sout heast
market area with 4.4 mllion people. Two of the Southeast’s 8
| argest MSAs are located in Louisiana --New Ol eans, the second
|argest MSA with 1.3 nmillion people and Baton Rouge, the 6"
largest MSA with alnost .6 nillion people. New Orleans is |ocated
inthe state’s “toe” in southeastern Louisiana. Baton Rouge al so
is located in Louisiana’s “toe,” about 80 mles west of New
O'| eans.

Arkansas has a total population of 2.5 mllion -- 2 nillion
fromthe current Southeast marketing area and an additi onal
500, 000 fromthe Arkansas portion of the Southwest Plains
marketing area. The Little Rock-North Little Rock, Arkansas
(Little Rock) MBA, in the center of Arkansas, has the 7!" | argest
popul ati on concentration in the Sout heast market area with
552, 000.

The portion of Tennessee in the Southeast nmarketing area is
the fourth nost populated with 3.4 mllion people and is honme to
the third and fourth largest MSAs in the Southeast. The Nashville
area, with a population of 1.1 mllion, is located in central
Tennessee. The Menphis, Tennessee/ Arkansas/ M ssi ssi ppi MSA, al so
with a population of 1.1 nmillion, is |located near these three
states’ borders.

O her states or portions of states in the Sout heast marketing
area do not have MBAs with greater than 500,000 popul ation.

M ssi ssi ppi, the Southeast’s 5'" nost popul ous state, has a total
popul ation of 2.7 mllion. The Mssouri, Florida and Kentucky
counties in the Southeast narket have populations of 1.3 mllion,



602, 000 and 529, 000, respectively.
Fluid Per Capita Consumption

Fl uid per capita consunption estinmates vary throughout the
Sout heast nmarket froma | ow of 16 pounds of fluid mlk per nonth
in Mssissippi to a high of 19 pounds in Arkansas and Kentucky.
Mul tiplying the individual states’ consunption rates by their
popul ation results in an estimated fluid m |k consunption rate of
468 million pounds of fluid mlk per nmonth for the Southeast
mar ket i ng ar ea.

Route distribution in the consolidated Southeast area by
handl ers expected to be regul ated under the consolidated Sout heast
order (including the 3 Arkansas and M ssouri plants) equal ed 380
mllion pounds within the Southeast marketing area in Cctober
1997. Oher fluid mlk dispositions in the consolidated Sout heast
mar keting area canme from plants expected to be regul ated under
other orders (66.7 mllion pounds) and frompartially regul at ed,
exenpt and producer-handler plants (2 mllion pounds).

Milk Production.

M1k production data for the Southeast consolidated order
area have not been updated from January 1997 to Cctober 1997 as
have the data for nost of the other consolidated order areas. As
a result of termnating the Tennessee Valley order as of Cctober
1997, three of the Tennessee Vall ey-regul ated handl ers becane poo
pl ants under the Southeast order, on the basis of having at |east
10% of their sales in the Southeast order marketing area. These
handl ers will becone regul ated under the consoli dated Appal achi an
order when the consolidated orders becone effective.

Consequently, mlk production data for the consolidated Sout heast
order area based on Cctober 1997 pool data woul d not be
representative of the consolidated Sout heast market. Available
information indicates that the sources of mlk for the
consol i dat ed Sout heast narket have not changed significantly from
the January 1997 dat a.

In January 1997, 4,180 producers from 388 counties pool ed
477.4 mllion pounds of producer mlk on the current Southeast
market. Over 85 percent of the Southeast’s producer mlk came
from Sout heast market area counties. O the 388 counties, 19
pool ed over 5 million pounds each, accounting for 39 percent of
Order 7's producer mlk. O these 19 counties, 2 Texas counties
are | ocated outside the Southeast narketing area. Because of the
| arge nunber of counties, only the locations for those top 19
production counties are described in greater detail. However, the
vol ume of producer mlk, nunber of producers (farns) and nunber of
counties is provided for each state within the market area.

Almost 73 million pounds of mlk were pooled on the Sout heast
mar ket from 581 producers in 28 Louisiana parishes in January
1997. Top production pari shes are Tangi pahoa, Washi ngton and St



Hel ena, all located in the state’'s “toe,” north of New Ol eans and
nort heast of Baton Rouge, each bordering M ssissippi. Another

hi gh production area is centered on De Soto Parish in northwestern
Loui siana. These four parishes account for over 62 mllion pounds
of producer mlk, with 76 percent com ng from Tangi pahoa and
Washi ngt on pari shes.

Al nmost 67 million pounds of mlk were pooled on the Sout heast
mar ket from 331 producers in 68 Georgia counties in January 1997.
O this volune, 64 mllion cane from 312 producers in 64 Georgia
counties in the Order 7 marketing area. The bal ance is associ ated
with Georgia producers located in the nmarketing area of the forner
Order 11 (Tennessee Valley). Top production counties are Putnam
Morgan and Macon, which pooled 27 mllion pounds of producer mlk
on Order 7.

About 65 mllion pounds of mlk were pool ed on the Southeast
mar ket from 580 producers in 46 Tennessee counties in January
1997. O this volune, 62 mllion came from 562 producers in 42
Tennessee counties in the Order 7 nmarketing area. The balance is
associ ated with Tennessee producers located in the nmarketing area
of the forner Federal Order 11. Two high production counties in
the state are Marshall and Lincoln, |located in south centra
Tennessee. These counties contributed over 12 mllion pounds of
producer mlk to the Order 7 pool in January 1997.

About 61 mllion pounds of mlk were pool ed on the Southeast
mar ket from 443 producers in 48 M ssissippi counties in January
1997. Top production counties are Walthall and Pi ke, in southern
M ssissippi on the state’s border with Louisiana. These two
counties adjoin the heavy m |k production area in Louisiana. The
counties contributed 15 million pounds of producer mlk to the
Order 7 pool in January 1997.

About 32 million pounds of mlk were pool ed on the Southeast
mar ket from 408 producers in 19 Kentucky counties in January 1997.
Additionally, 116 producers in 15 of these counties pool ed al nbst
9 mllion pounds of producer nmilk on Orders 11 and 46 (Louisville-
Lexi ngton-Evansville). Two counties, Barren and Mnroe,
contributed over 13 million pounds of producer mlk. These
conti guous counties are in south central Kentucky about 80 miles
nort heast of Nashville, Tennessee.

Four M ssouri counties -- Wight, Texas, Laclede and Howel | --
pooled 33 mllion pounds of producer mlk on Order 7. Al of
these counties currently are located in the Order 106 (Southwest
Pl ai ns) marketing area in southern M ssouri

O her Sout heast marketing area states or areas contribute
producer mlk to the Southeast marketw de pool. About 37 million
pounds of mlk were pooled on the Southeast market from 205
producers in 51 Al abanma counties, and 25 mllion pounds were
pool ed from 343 producers in 39 Arkansas counties. Sixteen



Fl ori da producers from6 counties (2 in the Sout heast market area)
pooled 3.5 million pounds on Order 7 in January 1997.

In January 1997, Oder 7 producer mlk also originated in
M ssouri counties not included in the Southeast marketing area,
Texas, New Mexico, |ndiana and Gkl ahoma. Large anmounts of mlk
fromMssouri (21 mllion pounds in addition to the 33 nillion

descri bed previously) and Texas (46 mllion pounds -- 20 mllion
from Hopki ns and Erath Counties) were associated with the Order 7
pool

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 48 distributing plants located in the
consol i dat ed Sout heast nmarketing area woul d be expected to be
associated with the Southeast market (including the added
territory in northwestern Arkansas and southern M ssouri). These
plants include 36 fully regulated distributing plants, 3 of which
are currently regul ated under the Sout hwest Pl ains order and one
of which is currently partially regulated. |In addition, it is
expected that 3 plants would be partially regul ated (one of which
currently is fully regulated and two of which are partially
regul ated), and 7 plants that are, and are expected to be, exenpt
-- 1 on the basis of size and 6 on the basis of institutiona
status. An additional currently regulated plant is expected to be
exenpt on the basis of institutional status. O the 36 fully
regul ated plants, 16 are located in the |argest eight MSA regions.
One distributing plant located in the consolidated Appal achi an
mar keting area that has nore than half of its route disposition
wi thin the Sout heast marketing area would be | ocked into
regul ati on under the Appal achi an order

Since Cctober 1997, it is known that 2 pool distributing
pl ants have gone out of business. One of these plants was | ocated
in Louisiana and the other in M ssouri

O the 48 distributing plants, Georgia has 9; Louisiana, 10;
M ssi ssippi, 6; Al abama, 8; Arkansas, 6; Tennessee, 5; Mssouri
2; and Kentucky, 2. No distributing plants are located in the
Florida counties included in the Southeast market area.

In Georgia, three pool distributing plants and one producer-
handl er are located in the Atlanta area, with 3 others el sewhere
inthe State. GCeorgia also has 1 partially regul ated handl er and
1 governnent agency (state prison) plant.

Ei ght of Louisiana's 10 distributing plants currently are and
woul d continue to be fully regulated (pool plants) in this
consol idated marketing area. Four of these 8 are located in
either the New Ol eans or Baton Rouge areas (2 in each). Four
ot her pool distributing plants are located in Louisiana. The



remaining two plants are affiliated with educational institutions.

Four of Mssissippi’s 6 currently operational distributing
plants would be fully regulated pool plants in the Sout heast
market. Two educational institutions also have plants.

Seven of Alabama’s distributing plants are fully regul at ed.
One is located in the Birm nghamarea and 2 are located in the
Mobile area. O the remaining four, 2 are in northern Al abanma
one is in central Al abama, and one is in the state’'s southeastern
corner.

Four of Arkansas’ 6 currently operational distributing plants
are fully regulated; two are in the Little Rock area, and the
other 2 are located in northwest Arkansas. Al so located within
Arkansas are 2 exenpt distributing plants —one on the basis of
size and one that is a state prison plant. Four of Tennessee’'s 5
distributing plants are, and are expected to be, fully regul ated.
Three of the 4 are located in the Nashville area and one fully
regul ated plant and one partially regulated plant are located in
t he Menphis area

Two distributing plants that would be fully regul ated under
t he Sout heast market are located in the currently unregul ated
Kent ucky counties that are added to this narketing area. One is
located in Fulton in the southwest corner of Kentucky on the
Tennessee border, and the other about 30 miles east of Fulton

Two M ssouri distributing plants are located in the
consol i dat ed Sout heast area. One is a pool plant located in
Springfield, and the other a plant exenpt on the basis of
institutional status located just south of the Springfield MBA
Utilization.

As in the case of mlk production data, Cctober 1997 data for
t he consol i dated Sout heast order are not used because of the
termnation that nonth of the Tennessee Valley order. |Instead of
usi ng Cct ober 1995 data fromthe proposed rul e, however, Septenber
1997 data is used as representative for this section

According to Septenber 1997 pool statistics for handlers who
are expected to be fully regul ated under the Sout heast order, the
Class | utilization for the Southeast market was 84 percent.
Based on cal cul ated wei ghted average use values for (1) the
current order with current use of mlk, and (2) the current order
with projected use of milk in the consolidated Sout heast order
the potential inpact of this rule on producers who supply the
current market area is estinmated to be a 3-cent per hundredwei ght
increase (from $13.60 to $13.63).

For Septenber 1997, Cass | utilization for the Southeast
mar ket was 83.9 percent based on 357.2 million pounds of producer
mlk used in dass | out of 426 mllion total producer mlk
pounds.

Other Plants.



Al so |ocated within the Southeast marketing area during My
1997 were 37 supply or manufacturing plants: 1 in Kentucky, 5 in
Al abama (including 1 in the Birm nghamarea), 5 in Arkansas
(including 1 in the Little Rock area), 7 in Georgia (including 4
inthe Atlanta area), 3 in Louisiana (including 1 in the Baton
Rouge area), 11 in Mssouri, 2 in Mssissippi, and 3 in Tennessee
(including 1 each in the Menphis and Nashville areas). Eight of
the 37 plants are pool plants. O these pool plants, 2 primarily
ship to distributing plants, 3 manufacture cheese, 1 nanufactures

Cass |l products, 1 manufactures powder and 1 primarily
manuf act ures other products. O the Southeast marketing area’ s 28
nonpool plants, 13 manufacture primarily Cass |l products, 3

manuf act ure cheese, 10 manufacture prinarily other products, and 1
each manufacture primarily butter and cheese. One plant is a
“split plant,” with one side serving as a manufacturing facility
primarily for Class |l products, while the other side receives and
ships Grade A mlKk.

Cooperative Associations.

In Decenber 1997, thirteen cooperative associations,

i ncluding 3 of those that nmerged to becone Dairy Farners of
America (DFA), represented nenbers marketing 73 percent of the
m | k pool ed on the Sout heast market.

Thi s nunber of cooperative associations is nore than tw ce
t he nunber (six) that pooled mlk on the Southeast order in
Decenber 1995. O those six, National Farmers O ganization (NFO
ceased marketing mlk in the Southeast. MIk Marketing, Inc.
headquartered in Strongsville, Chio, and one of the cooperatives
that fornmed DFA, nmarketed a small anmpbunt of mlk in the Sout heast
i n Decenmber 1997, and two cooperatives began marketing mlk after
Decenber 1995. In addition, 5 cooperative associations
representing Texas and New Mexi co producers pooled nmlk on the
Sout heast order in Decenber 1997.

The DFA cooperatives represented 71 percent of co-op nilk and
52 percent of the total milk supply pool ed under the Southeast
order during Decenber 1997. For the same nonth, Carolina-Virginia
M1 k Producers Association, Inc., represented 9 percent of the
m | k pool ed by cooperative associations; the two new cooperatives
pool ed 8 percent of co-op mlk; and the five Texas/ New Mexi co
cooperatives pooled 7 percent.

Criteria for Consolidation.

Retention of the Southeast narketing area as a single area is
based on overl apping route dispositions within the narketing area
to a greater extent than with other marketing areas. Procurenent
of producer mlk also overlaps between states within the market.
There is al so a seasonal need for milk fromoutside the marketing
area. However, the anount of suppl enmental seasonal supplies is
not as great as the anount of milk that is actually pool ed under



the order fromdistant areas. There is conmon cooperative
associ ati on nenbership within the narketing area

As noted in the proposed rule, the addition of northwest
Arkansas and southern Mssouri to the narketing area is primrily
in response to comments received during the public coment period.
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives that
were consi dered included incorporating all of the State of
Kentucky in the Southeast area, dividing the Southeast area on the
state line between M ssissippi and Al abanma, conbining the Florida
Carol i na, Tennessee Vall ey and Sout heast order areas, and addi ng
the eastern part of the Texas order area to the Southeast. These
alternatives were analyzed in detail for the proposed rule and
determ ned not to result in a configuration of marketing areas as
appropriate as those proposed for reasons discussed in the
proposed rul e.

Seven comments filed in response to the proposed rule
specifically addressed the consolidated Sout heast nmarketing area.
A comment filed on behalf of Piednont MIk Sales, Inc., Hunter
Farns, Land O Sun, and M I kco, Inc., supported and endorsed the
portion of the proposed rule that woul d mai ntain separate order
areas for the Southeast and Appal achian areas. Coments filed by
DFA and by Carolina-Virginia MIk Producers Association favored
conbi ning the proposed Sout heast and Appal achian order areas. In
addi ti on, the Kentucky Farm Bureau Federation urged that all
Kent ucky counties and t he proposed Appal achi an order be conbi ned
with the Southeast. The coment stated that such a configuration
woul d nake mlk utilization rates nore simlar across the order
woul d facilitate and encourage mlk to flowto deficit areas and
m ni m ze any negative price inpacts on producers. These coments
were considered in the discussion of conments and alternatives
under the Appal achi an area.

Conmments fromCarolina-Virginia MIk Producers Association
and M ssouri Farm Bureau Federation support the inclusion, as
proposed, of southern M ssouri/northwest Arkansas in the Sout heast
marketing area. The Carolina-Virginia M|k Producers’ conmmrent
noted that this area is a crucial part of the supply area for the
sout heast region, and that the exclusion of the area fromthe
consol i dat ed Sout heast order area could have a detrinmental i npact
on the over-order premumstructure of that area. The commrent
stated that the correction of producer blend prices and creation
of a unified marketing area in that part of the southeast region
is justified. Wth regard to southern M ssouri, a representative
of the Subconmittee on Livestock of the U S House of
Representatives Commttee on Agriculture supported addi ng
sout heastern M ssouri to the Sout heast order area, as proposed. A
conmmrent filed by Barber Pure M|k Conpany opposed addi ng nort hwest



Ar kansas/ southern M ssouri to the Southeast narketing area on the
basis of the m ninmal overl apping route disposition and potenti al
of diluting the Southeast pool.

A substantial share of the m |k production fromthe portions
of M ssouri and Arkansas that are added to the Southeast marketing
area i s pool ed under the Southeast order, and this mlk represents
a substantial share of the total mlk production that is pooled
under the Sout heast narket.

Rout e di sposition by distributing plants located within this
area woul d becon®e in-area dispositions from Sout heast poo
distributing plants. More than half of the dispositions fromthe
three plants that woul d becone Sout heast pool distributing plants
woul d be within the consolidated Sout heast marketing area

MIDEAST

The consol i dated M deast narketing area is conprised of the
current Chio Valley (Order 33), Eastern Chi o-Wstern Pennsyl vani a
(Order 36), Southern Mchigan (Order 40), part of the M chigan
Upper Peninsula (Order 44), and Indiana (O der 49) narketing areas
plus 6 currently unregul ated Indiana counties, 2 whole and 3
partial currently unregul ated M chigan counties, and 3 whole and 2
partial currently unregul ated Chio counties. There would be 301
whol e and 1 partial county in this consolidated area. Three whole
and one partial currently-unregulated Cnhio counties that were
proposed to be part of the Mdeast area are not included.
Geography.

The M deast nmarket is described geographically as foll ows:

Indiana - 72 counties (64 currently in Oder 49, 2 currently
in Oder 33, and 6 currently unregul ated on the western edge of
the State, just south of the northwest corner)

Kentucky - 18 counties (all currently in Oder 33)

M chigan - 77 counties. Two whole and 3 partial counties
currently are unregulated. The rest of the area currently is
included in Orders 40, 44, 49, and 33. O the total 83 M chigan
counties, only 6 in the western end of the Upper Peninsula are not
i ncluded in the consolidated M deast narketing area.

Chio - 84 whole and 1 partial county. Three whole and 2
partial counties to be included currently are unregulated. Al of
the State currently is included in Orders 33 and 36, except for 3
partial and 6 whol e counti es.

Pennsylvania - 12 whole and 2 partial counties, currently in
the Order 36 area.

West Virginia - 37 counties; 20 currently in Oder 33, 17
currently in Order 36.

The consol i dated M deast nmarketing area lies directly south
of the Great Lakes, with the State of M chigan encl osed on the
east and west sides by Lakes Huron and Mchigan. On the eastern



border of the marketing area, between the M deast and Nort heast
mar keting areas, is Pennsylvania State-regulated territory and the
Al | egheny and Appal achi an Mountains. On the northeast border is
the Western New York State order area

The east-to-west distance across the consolidated narketing
area is approximately 450 niles, fromlocations on the eastern
edge of the area in western Pennsylvania to the border of |ndiana
and Illinois. Northwest to southeast, from Marquette, M chigan
in the Upper Peninsula to the northeast area of Kentucky in the
marketing area is just over 800 mles. Fromthe northern tip of
| ower M chigan to southern Indiana the nore direct north-south
di stance is 530 niles.

The consol i dated M deast narketing area is contiguous to 3
ot her consolidated marketing areas. The consolidated Centra
mar keting area woul d provide the western border of the M deast
mar keting area along the Indiana-11linois border, and the
consol i dat ed Appal achi an area woul d provi de the sout hern boundary.
The western end of Mchigan’s Upper Peninsula, part of the
consol i dat ed Upper M dwest area, would adjoin the Mdeast portion
of the Upper Peni nsul a.

In terns of physical geography, nost of the consolidated
M deast nmarketing area is at low el evations, and relatively flat.
The climate and topography are favorable to m |k production, wth
dairy being the nunber one agricultural comodity in terns of
financial receipts in the State of Mchigan in 1996. Dairy al so
ranks high in ternms of financial receipts in the rest of the area;
3% in Chio and West Virginia, and 5" in Indiana
Population.

According to July 1, 1997, population estimates, the tota
popul ation in the consolidated marketing area is 31 mllion. The
34 M5As in the consolidated M deast marketing area include
79.8 percent of the area’s population. Over 55 percent of the
area’s population is contained in the 8 nost popul ous MSAs, which
each have over 950,000 people. Two-thirds of the population is
located in the states of M chigan and Chio.

The M deast area's largest and 7!" | argest of the 34 MSAs are
located in Mchigan. Detroit-Ann Arbor-Flint, with 5.4 mllion
popul ation, is the largest MSA, and is located in the southeast
portion of the state between Lakes Huron and Erie. G and Rapids-
Muskegon-Hol l and is the 7'" largest M deast MSA, is |ocated
approximately 150 niles west-northwest of Detroit, and has a
popul ation of 1 million. These two MSAs contain two-thirds of the
popul ation of Mchigan. There are 5 other MSAs in M chigan. Two
have approxi mately 450,000 popul ati on each, one has approxi mately
400, 000 popul ation, and the other two average approxi nately
160, 000 api ece. Eighty-four percent of the population of M chigan
is located in these 7 MBAs, all in the |lower half of southern



M chi gan.

Four of the 8 largest M deast MSAs are located in the State
of Chio. These are: (1) devel and-Akron, the second-I argest,
with a population of 2.9 nmillion, |located on Lake Erie in
northwestern Chio; (2) Gncinnati-Hamlton, O+ KY-IN, the 4t"
largest, with a population of 1.9 million, located in the
sout hwest corner of Chio; (3) Colunbus, the 6'" largest, with a
popul ation of 1.5 mllion, |ocated approximtely nidway between
Cincinnati and devel and; and (4) Dayton, the 8" largest, with a
popul ation of .95 mllion.

There are 6 additional MSAs in Chio, 2 with popul ations of
approxinmately .6 mllion each, 1 with a population of .4 mllion,
and 3 that average just over 150,000 each. Eighty-two percent of
t he popul ation of Chio is located in MSAs, nost in the northern
part of the State.

The third-l1argest MSA in the Mdeast area is Pittsburgh,
Pennsyl vania, with a population of 2.4 mllion. Pittsburgh is 127
m | es southeast of Ceveland. There are two smaller MSAs in the
Pennsyl vani a portion of the consolidated M deast narketing area,
havi ng an average popul ati on of about 200,000 each. Ei ghty-seven
percent of the popul ati on of the Pennsylvania portion of the
M deast area is located in MSAs.

I ndi anapolis, Indiana, is the 5" largest MSA in the
consol i dated M deast narketing area, with a population of 1.5
mllion. Indiana contains 9 additional MSAs, 2 with popul ations
of .5 and .6 mllion, and 7 others that average 155, 000
popul ation. Al but 2 of the 9 smaller MSAs are | ocated north of
I ndi anapolis. Seventy-four percent of the popul ation of the
portion of Indiana that is in the consolidated Mdeast area is
| ocated in MBAs.

The portion of West Virginia that is within the consolidated
M deast area contains 4 MSAs, 3 of which are |ocated on the West
Vi rginia-Chio border, along the Chio River. The popul ation of
t hese MBAs averages just over 200,000. Forty-five percent of the
popul ation of the Wst Virginia portion of the consolidated
M deast area is |located in MSAs.

Fluid Per Capita Consumption.

Estimates of fluid per capita consunption within the
consol i dated M deast area vary from 18.75 pounds per nonth for
M chigan to 20.4 pounds per nonth for Indiana. Use of 19 pounds
per month as a weighted average results in an estimted 589
mllion pounds of fluid mlk consunption for the M deast narketing
area. Mdeast handlers’ route disposition within the area during
Cct ober 1997 totaled 544 million pounds, with another 36 million
distributed by 23 handlers fully regul ated under other orders. An
additional 4.5 mllion pounds was distributed by partially
regul at ed handl ers, producer-handl ers, and handl ers that would be



exenpt under this rule on the basis of each having | ess than
150, 000 pounds of route disposition per nonth.
Milk Production.

In Cctober 1997, nearly 11,000 producers from 335 counties in
12 states pooled 1 billion pounds of mlk on Federal Orders 33,
36, 40, 44 and 49. Over 90 percent of this producer nilk cane
from M deast marketing area counties. The States of |ndiana,
M chi gan, Chi o and Pennsyl vani a supplied 95 percent of the mlk
(13% 39.6% 30.6% and 11.9% respectively), with 90 percent
conmng fromcounties that would be in the consolidated M deast
area. Just over two-thirds of the mlk pool ed under these orders
was produced in Mchigan and Chio counties |located within the
consol i dat ed marketing area.

O her states pooling nmilk on the orders consolidated in the
M deast area were Illinois (0.5%, lowa (0.1%, Kentucky (0.1%,
Maryl and (0.4%, New York (2.7%, Virginia (0.1%, Wst Virginia
(1.0%, and Wsconsin (0.1%. These states contributed a total of
4.9 percent of the milk pooled on the 5 orders.

Si xty-two of the counties that had production pool ed under
the five current orders supplied nore than 5 nmillion pounds of
m | k each during Cctober 1997. Six of the counties were in
northern and northeast |ndiana, over 100 miles from I ndi anapoli s;
11 were in western Pennsylvania - 7 of themw thin 100 mles of
Pi ttsburgh, and the others, including those with the nost
production (10-22 mllion pounds), in the northwest corner of the
state, within 100 niles of Ceveland, Chio. Twenty-eight M chigan
counties pooled nore than 5 million pounds each under the 5
orders, including 14 counties with nore than 10 nmillion pounds and
4 counties with nore than 20 mllion pounds. Al of these
counties are located within 110 miles of Detroit or Gand Rapids,
the two largest MSAs in Mchigan. The heaviest m |k production
area of Ohio is the northeast quadrant of the State and within 50
mles of the Akron-C evel and MBA, including 5 counties supplying
over 10 million pounds each during Cctober 1997, and 1 county
pooling over 40 nmillion pounds. A smaller production area in Chio
is located in the central portion of the western edge of the State
within 80 miles of the Dayton MSA, and includes two counties with
over 10 million pounds production and 1 county with over 20
mllion. The only popul ation centers of the marketing area that
do not appear to have adequate supplies of nearby mlk are
I ndi anapolis and Cincinnati, in the southern portion of the area.
Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough January 1998, 72 distributing plants woul d be expected to
be associated with the M deast marketing area, including 51 fully



regul ated distributing plants (all currently fully regulated), 4
partially regulated (all currently partially regulated), 4 exenpt
pl ants that woul d have | ess than 150, 000 pounds of total route

di sposition per month (all currently fully regulated), and 13
producer-handl ers (all currently producer-handlers). Since

Cct ober 1997, 5 distributing plants (1 fully regulated plant in
Indiana and 1 in Mchigan; 2 partially regulated plants in
Pennsyl vani a; and a producer-handl er i n Pennsyl vani a), have gone
out of business.

There woul d be 40 distributing plants in the 8 M deast MSA' s
that each have over a million people (including Dayton-Springfield
which has .95 nillion). Twenty-seven of these plants would be
pool plants -- 5 in the Pittsburgh area, 6 in the Detroit area, 4
in the Ceveland area, 3 each in the G and Rapids, Indianapolis
and G ncinnati areas, 2 in Colunbus and 1 in Dayton. N ne of the
plants in the | arge MSA areas woul d be producer-handlers, 3 would
be exenpt on the basis of having | ess than 150,000 pounds of mlk
per month in dass | route dispositions, and 1 would be partially
regul at ed.

O the remaining 29 distributing plants located in the
marketing area, 18 would be located in other MBA's as follows: 5
pool plants and 1 producer-handler in Chio; 4 pool plants in
I ndi ana; 4 pool plants in Mchigan; 2 pool plants in Pennsylvani a;
1 pool plant in Kentucky; and 1 pool plant in Wst Virginia. The
ten remaining distributing plants located in the marketing area
woul d not be located in MBA's. Three of these pool plants and 2
producer-handl ers would be located in Mchigan; 2 pool plants and
1 plant exenpt on the basis of size would be located in Chio; 2
pool plants would be located in Indiana; and 1 producer-handl er
woul d be located in West Virginia.

There are 3 distributing plants that woul d be outside the
marketing area. These would be 1 partially regulated plant in
Pennsylvania, and 1 in Virginia. |In addition, a small pocket of
unregul ated area within Chio would contain one partially regul ated
pl ant.

The in-area route disposition standard, proposed to be 30
percent of route dispositions, will instead be 25 percent -- the
sane percentage as in other consolidated orders. This percentage
should not result in the full regulation of any handl er not
currently fully regulated unless they increase sales in the
mar ket i ng ar ea.

Utilization.

According to Cctober 1997 pool statistics for handl ers who
woul d be fully regul ated under this M deast order, the Cass |
utilization percentages for the Chio Valley, Eastern Chio-Wstern
Pennsyl vani a, Sout hern M chigan, M chi gan Upper Peninsula, and
I ndi ana markets were 58, 58, 55, 89, and 70 percent, respectively.



Based on cal cul ated wei ghted average use values for (1) the
current order with current use of mlk, and (2) the current order
with projected use of milk in the consolidated M deast order, the
potential inpact of this consolidation on producers who supply the
current market areas is estimated to be: Chio Valley, a 4-cent per
cwt increase (from $13.46 to $13.50); Eastern Chio-Wstern

Pennsyl vania, a 4-cent per cw decrease (from $13.51 to $13.47);
Sout hern M chigan, a 6-cent per cwt increase (from$13.27 to
$13.33); M chigan Upper Peninsula, a 25-cent per cwt decrease
(from$13.34 to $13.09); and Indiana, a 11-cent per cwt decrease
(from$13.52 to $13.41). The large decrease for M chigan Upper
Peninsula is a result of changing fromits current individua
handl er pool provisions to a marketwi de pool (very little reserve
mlk is pooled under Order 44 -- instead, it is pooled on the

Sout hern M chigan order). For Cctober 1997, conbined O ass |
utilization for Orders 33, 36, 40, 44 and 49 was 58.7 percent
based on 601.6 million pounds of producer mlk used in Cass | out
of 1.025 billion total producer nilk pounds pooled. The weighted
average use value for the consolidated M deast market is estimated
to be $13.42 per hundredwei ght.

The M deast is one of two consolidated narketing areas that
has a significantly higher-than-average percentage of its mlk
used in Cass Il. Currently, the Southern M chigan, Chio Valley
and I ndiana markets have Class Il utilization over 20 percent.
When the markets are conbi ned the average for the consolidated
market will be just under 20 percent.

Other Plants.

Al so located within the M deast marketing area during May
1997 were 59 supply or manufacturing plants: 1 in Charl eston, Wst
Virginia, 4 in Pennsylvania, 18 in Mchigan, 9 in Indiana and 27
in Chio. N ne of the 59 plants are pool plants. O these poo
plants, 6 are supply plants -- 1 manufactures primarily O ass |
products, 3 manufacture prinmarily powder, and 2 have no primary
product, only shipping to distributing plants. Three pool plants
are manufacturing plants, manufacturing primarily cheese. O the
50 nonpool plants in the Mdeast marketing area, one is a supply
pl ant that manufactures prinmarily cheese. The other 49 nonpoo

plants are manufacturing plants. In this area of high dass I
use, 28 of the nonpool plants nmanufacture primarily Cass |
products. In addition, 1 manufactures primarily butter, 1

manuf actures prinmarily powder, 27 manufacture primarily cheese,
and 2 manufacture primarily other products.

There are also two manufacturing plants in the currently-
unregul ated area of Chio —a nonpool plant that manufactures
primarily dass Il products in the unregul ated county of Erie,
Chi o and a nonpool plant that manufactures primarily cheese in the
unregul ated area of Sandusky, GChi o.



Cooperative Associations.

In Decenber 1997, 20 cooperative associ ations pool ed nmenber
m |k under the 5 orders to be consolidated (considering M1k
Marketing, Inc., and Md-Anerica Dairynen, Inc., as one entity -
DFA). Two of the cooperatives pooled mlk on the four principa
orders, 3 cooperatives had nmenber m |k pooled on 3 of the
principal orders, 3 cooperatives pooled mlk on 2 of the principa
orders, and 12 of the cooperatives pooled mlk on only one of the
orders. The percentage of cooperative nmenber ml|k pooled on each
of the orders varied from 44 percent under Order 36 to 86.5
percent under Order 40. O the total nmilk pooled on the 5 orders
i n Decenmber 1997, 68 percent was marketed by cooperative
associ ati ons.

Criteria for Consolidation.

Overl appi ng route di sposition, overlapping production areas,
natural boundaries, and nultiple conponent pricing are al
criteria that support the consolidation of these current order
areas into a consolidated M deast narketing area. Handlers who
woul d be fully regul ated under the consolidated order distribute
approximately 90 percent of their route dispositions within the
consol i dated marketing area, and 93 percent of the nmilk
distributed within the nmarketing area is from handl ers who woul d
be regul ated under the order.

Many of the counties fromwhich mlk was pooled on the
i ndi vidual orders supplied nmlk to three or four of those orders.
For instance, nilk froma nunber of the same M chigan counties was
pool ed on the Cnhio Vall ey, Indiana and Southern M chi gan orders;
mlk fromseveral of the sane Indiana counties was pooled on the
Chio Vall ey, Southern Mchigan and Indiana counties; and mlk from
sone of the same Chio counties was pooled on the Cnhio Vall ey,

I ndi ana, and Sout hern M chi gan orders.

The Great Lakes serve as natural boundaries on the northern
edge of the area and on the eastern and western sides of M chigan
as do the nountains in central Pennsylvania. Al of the orders
i nvolved in the consolidated Mdeast area contain multiple
conponent pricing provisions. Instead of the Southern M chigan
conponent pricing plan, proposed for the consolidated M deast
order in the proposed rule, the sane conponent pricing provisions
adopted for the other consolidated orders have been incorporated
in the Mdeast order
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consolidation of the Chio Valley, Eastern Chi o-Wstern
Pennsyl vani a, Sout hern M chigan, Indiana, and partial M chigan
Upper Peninsul a nmarketing areas that were considered incl uded
t he addition of Pennsylvania MIk Marketing Board (PMVB) Area 6 to
the consolidated M deast area, with some consideration being given



to the addition of currently-unregul ated areas of Maryl and and
West Virginia, and noving the southern part of Chio and part of
West Virginia to the Appal achi an order area.

Ten coments that pertained specifically to the consolidated
M deast nmarketing area were filed by 8 conmmenters in response to
the proposed rule. Three of the comments, from M chigan M Ik
Producers Association, United Dairy, Inc., and DFA, plus a very
| arge nunber of coments that did not specifically nention the
M deast area, addressed the inclusion of unregulated areas in
consol i dated Federal order areas. The DFA commrent included the
signatures of 600 producers to a “Petition to Elimnate all
Unregul ated Market Areas in Pennsylvania.” Although the |arge
nunber of coments that did not specifically nmention the M deast
area were uncl ear about exactly what additional area should be
added to the marketing area, they appeared to favor the addition
of PMMB Area 6, with perhaps sone western Maryl and and West
Virginia territory, to the eastern edge of the M deast area.

As stated in the introduction to the consolidation
di scussi on, consolidation of the existing orders does not
necessitate expansion of the consolidated orders into currently-
unregul ated areas, especially if such expansion would result in
the regulation of currently-unregul ated handl ers. Therefore, PMVB
Area 6 and the unregul ated portions of Maryland and West Virginia
shoul d not be added to the consolidated M deast order area.

Two comments from DFA recomrended i ncl udi ng Charl eston, West
Virginia, and areas of West Virginia south of Charleston, as well
as the Chio counties surrounding G ncinnati and the northern
counties of Kentucky, in the Appal achian market to hel p provide an
econom ¢ incentive through the expected higher blend prices to
producers to supply mlk to the plants in that area. A comment by
Trauth Dairy in Newport, Kentucky, also urged the inclusion of the
northern areas of Kentucky in the Appal achian area instead of the
M deast area. These comments are addressed in the description of
commrents and al ternatives considered for the Appal achi an order
ar ea.

Schneider’s Dairy suggested that a pass-through provision
simlar to that of the current New York-New Jersey order be
i ncorporated in the Mdeast order to assure that regul ated
handl ers distributing fluid mlk products in unregul ated areas
where they conpete with unregul ated handl ers are not
di sadvantaged. As discussed in the section of this decision
dealing with Northeast regional issues, Class | prices are
determ ned by the need to attract mlk supplies to the location of
t he processing plant, and not by where the fluid products are
distributed. Therefore, a pass-through provision is not
i ncorporated in either the Northeast order or this order

| ndependent Cooperative M|k Producers Association and



Schneider’s Dairy supported the consolidation of order areas to
formthe M deast area as proposed.

UPPER MIDWEST.

The consol i dated Upper M dwest narketing area is conprised of
the current Upper M dwest (Order 68) and Chi cago Regi onal (Order
30) nmarketing areas, with the addition of the western portion of
the M chigan Upper Peninsula (Order 44) marketing area. There are

204 counties in this consolidated area. One partial Illinois
county proposed to be part of the Central order area has been
added to this area, and another partial Illinois county proposed

to be part of this area has been changed to the Central order
ar ea.

Geography.
The consol i dated Upper M dwest narketing area is described
geographically as follows: 15 counties in Illinois (all currently

in Oder 30), 6 counties in lowa (all currently in Order 68), 6
counties in Mchigan (all currently in Zones | and I A of Oder
44), 83 counties in Mnnesota (all currently in Oder 68), 16
counties in North Dakota (all currently in Oder 68), 8 counties
in South Dakota (all currently in Order 68), and 70 counties in
Wsconsin (43 currently in Order 30, 20 currently in Order 68, and
7 currently unregulated). This market is about 600 miles east to
west and about the sane distance north to south.

The area descri bed above is contiguous to the consolidated
Central nmarket to the south, a small corner of the consoli dated
M deast nmarket to the southeast, and the eastern portion of
M chi gan’ s Upper Peninsula, also part of the consolidated M deast
market, to the northeast. North of the Upper M dwest nmarket is
Lake Superior and the Canadi an border, and west of the market is a
| arge sparsel y-popul ated and unregul ated area. Mst of the
eastern border of the marketing area is Lake M chi gan

The consol i dated Upper M dwest narketing area is generally
lowlying, with some local differences in elevation in Wsconsin
and the upper peninsula of Mchigan. Natural vegetation in the
western part of the area is tall-grass prairie, with the eastern
two-thirds of the northern portion being broadl eaf forest,
coni ferous forest, and m xed broadl eaf and coni ferous forest.
Annual precipitation averages 30-35 inches per year. Mst of the
area experiences sunmer tenperatures that average about 75
degrees; the northern and western portions average w nter
tenperatures are in the low ‘teens, while the southern and nore
eastern portions experience average wi nter tenperatures in the
20's. The far western part of the market predom nantly grows
m xed field crops, with cattle and soybeans nore to the sout hwest.
Both M nnesota and Wsconsin are included in the top five mlk-
produci ng states, and dairy is the nunber 1 agricultura



enterprise in Wsconsin, generating over half of the State's
i ncome derived fromagricultural conmnodities.
Population.

According to July 1, 1997, population estimates, the tota
popul ati on of the consolidated Upper M dwest narketing area is
approximately 18.5 million. Using Metropolitan Statistical Areas
(MSAs), there are 3 population centers over 1 mllion. The
Chi cago- Gary- Kenosha area, primarily in northeastern Illinois, is
the largest, with a 7.9 mllion population in the marketing area.
The M nneapolis-St. Paul area, located nostly in Mnnesota, is
next with 2.8 mllion; and the third-largest MSA is M| waukee-
Raci ne, Wsconsin, with a population of 1.6 nillion. The Chicago
area is located in the southeast corner of the marketing area, on
the west side of the southern end of Lake M chigan, with MIwaukee
approximately 85 miles north, also along Lake M chigan
M nneapolis is |located 400 mles northwest of Chicago, along the
M nnesot a- W sconsi n bor der

Approxi mately two-thirds of the popul ati on of the
consol idated marketing area is within the three |argest MSAs, with
81 percent of the population contained within the area’s 17 MSA' s
(with the 14 smaller MSAs averagi ng 196, 000 popul ation).

Si xty percent of the population of the market is concentrated
inthe Illinois and southeast Wsconsin portion of the marketing
area. In Wsconsin, nearly 90 percent of the population is
|l ocated in the southern two-thirds of the state, and in M nnesot a
85 percent of the population is in the southern half of the state.
Fluid Per Capita Consumption

Based on the population figure of 18.5 nmillion and an
estimated per capita fluid mlk consunption rate of 20 pounds of
fluid mlk per nonth, total fluid mlk consunption in the
consol i dat ed Upper M dwest marketing area is estimated at 370
mllion pounds per nonth. Plants that would be fully regul ated
distributing plants under the Upper M dwest order had route
di sposition within the market of 343 nillion pounds in Cctober
1997. Handlers fully regul ated under other Federal orders
distributed 43 mllion pounds in the consolidated marketing area
during Cctober 1997, while partially regulated plants distributed
1.7 million pounds. Producer-handlers and exenpt plants operating
in the conbined nmarketing areas during this nonth had a conbi ned
route disposition of less than .5 mllion pounds.

Milk Production.

In Cctober 1997, 2.4 billion pounds of m |k were associ ated
wi th the Chicago Regi onal and Upper M dwest narkets, but only 1.6
billion pounds of mlk were pool ed because of class price

rel ationships. The 2.4 billion pounds were produced by 27,250
producers located in 13 states from Tennessee to M nnesota, and
from New Mexico to Mchigan. However, over 93 percent of the



producer mlk was produced within the consolidated narketing area,
and 91. 4 percent was produced within the states of Wsconsin and
M nnesota. As with population density and mlk plant density,
nost milk production in Mnnesota and Wsconsin occurs in the
southern parts of these states. Over 85 percent of Wsconsin nilk
associ ated with the conbi ned Chi cago Regi onal - Upper M dwest orders
in Cctober 1997 was produced in the southern two-thirds of the
State, while 84 percent of the Mnnesota mlk associated with the
two orders was produced in the southern half of M nnesota.

Fifty-two counties, 10 in lowa, 15 in Mnnesota, and 27 in
Wsconsin supplied mlk to both the current Chicago Regi onal and
Upper M dwest orders during Cctober 1997. The largest part of the
conmon production area is in Wsconsin, where 27 counties supply
25 percent of the milk associated with Order 30, and 30 percent of
the mlk associated with Order 68. Wen data for the 52 counties
i s conbined, 26 percent of the Chicago Regional nmarket and 42
percent of the Upper Mdwest nmarket is supplied by this comon
production area.
Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 35 distributing plants would be expected to
be associated with the Upper M dwest marketing area, including
27 fully regulated distributing plants (2 currently partially
regul ated and 25 currently pool plants), 4 partially regulated (3
currently partially regulated and 1 currently fully regulated), 1
producer-handl er, and 3 exenpt plants, based on distributing |ess
t han 150, 000 pounds of total route disposition per nonth (1 new, 1
currently partially regulated, and 1 currently unregul ated).
Since Cctober 1997, one pool distributing plant and one partially
regul ated pl ant have gone out of business.

There would be 6 distributing plants in the Chicago area (5
pool plants and 1 exenpt plant). The M| waukee-Raci ne area woul d
have 2 pool distributing plants. There would be 7 distributing
plants in the Mnneapolis-St. Paul area (6 pool plants and 1
partially regulated plant). O the remaining 20 distributing
plants, 16 are located in other MBAs as follows: 4 pool plants in
M nnesota, 2 pool plants and 2 partially regulated plants in North
Dakota, 1 pool plant in Illinois, and 5 pool plants, 1 partially
regul ated plant, and 1 exenpt plant in Wsconsin. Four of the
remai ning distributing plants are not located in MSAs: 1 poo
plant and 1 exenpt plant in Mnnesota, 1 producer-handler in
Wsconsin and 1 pool plant in M chigan
Utilization.

According to Cctober 1997 pool statistics for handl ers who
woul d be fully regul ated under this Upper M dwest order, the C ass



| utilization percentages for the Chicago Regi onal and Upper

M dwest were 29 and 19 percent, respectively. Based on cal cul ated
wei ght ed average use values for (1) the current order with current
use of mlk, and (2) the current order with projected use of mlk
in the consolidated Upper M dwest order, the potential inpact of
this consolidation on producers who supply the current narket
areas is estimated to be: Chicago Regional, a 3-cent per cw
decrease (from $12.98 to $12.95), and Upper M dwest, a 2-cent per
cwt increase (from$12.89 to $12.91). The wei ghted average use
val ue for the consolidated Upper M dwest narket, based on Cctober
1997 data, is estimated to be $12.94 per hundredwei ght. However,
a substantial anobunt of mlk was omtted fromboth pools for

Cct ober 1997 because of unusual class price relationships. Annua
Class | utilization percentages may be consi dered nore
representative for these markets. For the year 1997, the annua
Class | utilization percentage for the Chi cago Regi onal narket was
21.5, with 18.7 for the Upper Mdwest. The Oass | use percentage
for the entire M chigan Upper Peninsula market, which has a

i ndi vidual handl er pool and represents a very small portion of the
producer mlk that would be expected to be pool ed under the
consol i dat ed Upper M dwest order, was 89 percent. It is estimted
that the dass | use percentage for the consolidated order would
be in the nei ghborhood of 20 percent.

Other Plants.

Located within the consolidated Upper M dwest marketing area
during May 1997 were 301 supply or manufacturing plants: 1 in
South Dakota, 3 in lowa, 28 in Illinois (12 in the Chicago area),
39 in Mnnesota (over three-quarters of which are located in the
sout heastern quarter of the State), and 230 in Wsconsin (over 90
percent of which are scattered throughout the southern three-
gquarters of the state). One hundred five of the plants are poo
pl ants, or have a “pool side.” Eighty-five of the 105 pool plants
(inlowa, 4inlllinois, 16 in Mnnesota and 64 in Wsconsin)
are “split plants;” that is, one side of a plant is a
manufacturing facility and the other side receives and ships G ade
A mlk, and accounting is done separately. In nost cases, the
nonpool portion of such a plant is a manufacturing operation,
primarily cheese-making. Mst of the other pool plants are poo
supply plants, located prinmarily in Wsconsin, that ship mlk to
pool distributing plants.

The 196 nonpool plants in the consolidated Upper M dwest
mar keting area are manufacturing plants -- 103 manufacture
primarily cheese, 16 manufacture primarily dass Il products, 15
manufacture primarily butter, 23 manufacture primarily mlk
powders, and 39 nmanufacture primarily other products.

Al so associated with the Upper M dwest order, but not within
the marketing area, are 2 pool supply plants and 6 manufacturing



plants (3 manufacturing prinmarily cheese, 2 making O ass |
products, and 1 butter plant) in North Dakot a.
Cooperative Associations.

In Decenber 1997, 67 cooperative associ ations pool ed nenber
mlk on the Chicago Regional and Upper M dwest orders, providing
99 percent of the nmilk pool ed under each of the two orders. N ne
of the cooperatives marketed nmilk in both orders, accounting for
nearly half of the mlk pooled in the Upper Mdwest (and 42.9
percent of the cooperative nenber milk), and 66.8 percent of the
m | k pooled in the Chicago Regional market (67.5 percent of tota
cooperative nenber mlk). 1In the two markets, 16 cooperatives
pooled mlk only under Order 30, and 42 cooperatives pooled nilk
only under Order 68.

Criteria for Consolidation.

As in the proposed rule, the Chicago Regional, Upper M dwest,
and the western end of the M chigan Upper Peninsula narketing
areas should be conbined into a consolidated Upper M dwest Federa
order marketing area. Although these areas do not have a
consi derabl e degree of overlapping fluid mlk disposition, they do
have an extensive overl appi ng procurenent area. Handlers
regul at ed under the Chicago Regional and Upper M dwest markets
(the predom nant markets in this consolidation) distribute mlk
into markets further south, and approximately 10 percent of the
fluid mlk distributed within the consolidated area is distributed
by handl ers regul ated under other orders. However, these other
orders are nore closely related to markets to the south than to
t he consol i dated Upper M dwest order area. On that basis, it is
nore appropriate to include themin other consolidated marketing
ar eas.

O her aspects of the consolidation also fit the criteria set
forth. The consolidated Upper Mdwest area is bounded on three
sides by Lakes M chigan and Superior, the international border
wi th Canada, and a | arge unregul ated area. A significant portion
of both the Chicago Regional and Upper M dwest markets’ mlk is
suppl i ed by the sane cooperative associations. The two
predoni nant markets have identical nultiple conponent pricing
pl ans, and both have |l arge reserves of mlk that normally is used
i n manufactured products, primarily cheese. Approxinmtely 90
percent of the milk used in manufacturing in these markets is used
to make cheese. The anount of cheese manufactured frommlk
pool ed under these nilk orders is enough to supply a population 3
times greater than that of the consolidated marketing area. Fluid
m |k handlers in both markets nmust conpete with cheese
manuf acturers for a mlk supply, and marketing order provisions
for both markets nust provide for attracting an adequate supply of
mlk for fluid use.

Discussion of Comments and Alternatives.



Prior to issuance of the proposed rule, alternatives to the
consol idation of the order areas included in the Upper M dwest
mar keting area that were considered included conbining the |owa,
Nebr aska- Western | owa, and Eastern South Dakota order areas with
t hose of the Chicago Regional and Upper M dwest areas in a
consol i dated Upper M dwest order. Also considered was a
consol idation of even nore marketing areas (up to 10; including
Indiana, Illinois, parts of Kentucky, M ssouri, and Kansas) that
woul d i ncrease the population and dass | use of the consolidated
Upper M dwest area.

Over 160 comments received in response to the proposed rule
concerned the proposed consol i dated Upper M dwest narketing area.
Nearly 140 of these conments (including approximtely 120 form
| etters) supported a consolidation of 10 marketing areas for the
purpose of increasing the Class | utilization of the consolidated
Upper M dwest order area to a level closer to the U S. nationa
average or, at the very least, including the |owa, Eastern South
Dakota, and Nebraska-Wstern | owa nmarketing areas in the
consol i dat ed Upper M dwest area.

No justification on the basis of the criteria of overl apping
sal es and procurenment areas could be found for any increase in a
consol i dated marketing area that woul d be conprised of the Chicago
Regi onal and Upper M dwest order areas beyond the addition of the
| owa, Eastern South Dakota, and Nebraska-Wstern |owa marketing
areas. The collection of nore detailed data concerning the
overlap in route disposition and m |k procurenent showed clearly
that those three areas are nore closely related to markets to the
south than to the north, with approximately 85 percent of the
total fluid mlk distributed by handl ers regul ated under the three
orders di sposed of in the consolidated Central market.

The nunerous markets recomended by upper nidwest producer
groups to be consolidated with the Chicago Regi onal and Upper
M dwest order areas have very little distribution or procurenent
overlap with those areas, aside from occasional need for reserve
ml k supplies. Wen reserve supplies are needed by the other
mar kets, upper mdwest mlk can be, and is, pooled on the nore
southern markets and shares in their pools. The potential gain of
addi ng areas recomended by upper m dwest producer groups woul d be
much | ess than the I oss to producers whose mlk is pool ed under
orders to be consolidated in the Central, M deast and Appal achi an
mar ket i ng ar eas.

Approxi mately 10 conmments, including some from cooperative
associ ations representing | arge nunbers of producers, advocated
the addition of the northeast portion of the lowa narketing area
to the consolidated Upper M dwest area based on the extensive
overlap of producers, Oass | sales, and geographic simlarities
bet ween that area and the adjoi ning consol i dated Upper M dwest



area. An equival ent nunber of coments, nost fromlowa interests,
argued that the consolidated Upper M dwest order should remain as
proposed. This issue is nore fully discussed in the “Coments and
Al ternatives” section of the description of the Central order

area, as is the assignment to consolidated areas of 3 counti es,
each in its entirety, that currently are split between orders.

One coment advocated the addition of the Gary, Indiana, area
to the consolidated Upper M dwest area instead of the M deast area
on the basis that Gary, Indiana, is part of the greater Chicago
market. This portion of the current Indiana order area
historically has been part of the Indiana marketing area, and
there is no data supporting its separation fromthat area. The
single pool distributing plant located in Gary has ceased to
process nmilk. Any distribution in the Gary area acquired by
Chicago handlers as a result will be pooled as Cass | use under
t he consol i dated Upper M dwest order

Based on the considerations of the mobst recent data
avai | abl e, comments received, and the stated consolidation
criteria, limting the extent of the consolidated Upper M dwest
marketing area to the areas of the current Chicago Regi onal and
Upper M dwest marketing areas, with the addition of the western
part of the M chigan Upper Peninsula marketing area, represents
the nost appropriate marketing area configuration for the north
central area of the U S.

CENTRAL.

The consolidated Central order nmarketing area merges the
current 9 Federal order marketing areas of Central Illinois, nost
of Southern Illinois-Eastern Mssouri, npost of Southwest Pl ains,

Greater Kansas Gty, lowa, Eastern South Dakota, Nebraska-Western
| owa, Western Col orado, and Eastern Col orado (Federal orders 50,
32, 106, 64, 79, 76, 65, 134, and 137, respectively). Mywving to
t he consol i dated Sout heast marketing area are 6 M ssouri counties
currently in Federal order 32 and, from Order 106, 11 northwest
Arkansas counties and 22 southern M ssouri counties. Oder 106
counties in Kansas and Ckl ahona renmain in the Central market. In
addi tion, sone counties in Colorado, IlIlinois, |owa, Kansas,

M ssouri and Nebraska that currently are not part of any order
area are included in the consolidated Central market. There are
543 counties and the City of St. Louis, Mssouri, in this

consol idated area. The marketing area has changed fromthe
proposed rule by the addition of the Wstern Col orado narketing
area and seven currently-unregul ated Col orado counties, the
elimnation of 6 currently-unregulated M ssouri counties, the
addition of two partial counties and the deletion of one parti al
county for the purpose of elinmnating the inclusion of partia
counti es.



Geography.

The consolidated Central nmarketing area would include the
following territory:

Col orado - 44 counties, including the 30 Col orado counties
currently in the Eastern Col orado narketing area and the 4
Col orado counties in the Wstern Col orado narketing area. Ten
currently-unregul ated counties, 3 in the southeast corner of the
state between the Eastern Col orado and Sout hwest Pl ai ns nmarketing
areas, and 7 in the central part of the State between the Eastern
Col orado and Western Col orado marketing areas, are added.

IIlinois - 87 counties, including the 5 of the 6 counties
currently in the lowa marketing area (of the 2 partial Illinois
counties in the lowa nmarketing area, all of Whiteside and none of
Jo Daviess are included in the Central area), the 19 counties
currently in the Central Illinois nmarketing area, the 49 counties
currently in the Southern Illinois-Eastern Mssouri marketing area
and 8 currently-unregul ated adj acent counties in southern
IIlinois, and 6 currently-unregulated counties in western Illinois
| ocat ed between the current Central IIlinois and Sout hern
I1linois-Eastern M ssouri order areas and the M ssissippi R ver

lowa - 93 counties, including the 68 counties currently in
the lowa nmarketing area, the 17 counties currently in the
Nebraska-Western lowa narketing area, the 1 county currently in
the Eastern South Dakota nmarketing area, 6 currently unregul ated
counties in the northwestern part of lowa, and 1 currently
unregul ated county in the southeastern corner of |owa.

Kansas - the entire State (105 counties).

M nnesota - the 4 southwestern M nnesota counties that
currently are in the Eastern South Dakota nmarketing area.

M ssouri - 39 counties and 1 city, including 6 of the
counties and 1 city that currently are in the Southern Illinois-
Eastern M ssouri marketing area, the 20 counties that currently
are in the Geater Kansas City nmarketing area, the 5 counties that
currently are in the lowa narketing area; and 8 currently-
unregul ated counties distributed around the center area proposed
to remai n unregul at ed.

Nebraska - 66 counties in the southern and eastern parts of
Nebraska; omitting the 11 counties in the panhandle that currently
are part of the Nebraska-Wstern |owa marketing area, and adding 5
currently-unregul ated counties in the southwest corner of the
State between the Nebraska-Wstern |owa and Eastern Col orado
mar keting areas and 3 currently-unregul ated counties in the
sout heast corner of the State between the Nebraska-Wstern | owa
and Greater Kansas City marketing areas.

kl ahoma - the entire State (77 counties).

Sout h Dakota - the 26 eastern South Dakota counties
(including the portion of Union County that currently is in the



Nebraska-Western lowa narketing area) that currently are in the
East ern Sout h Dakota marketi ng area.

Wsconsin - the 2 southwest Wsconsin counties that currently
are in the lowa marketing area.

The consolidated Central nmarketing area is adjacent to the
consol i dat ed Upper M dwest order area on the north and northeast,

t he consol i dated M deast and Appal achi an areas on the east, and
the northwest corner of the Southeast order area and the
consol i dat ed Sout hwest area on the south and the consol i dated
Western order area on the west. The area north of approxi mately
the western half of the consolidated Central area also is

unregul ated. The north-south distance covered by the area is
approximately 800 niles, fromWitertown, South Dakota, to Ardnore,
Ckl ahoma. The east-west extent of the area, fromthe | ndiana-
IIlinois border to the Col orado/ Utah border, is approxi nately
1,200 mles.

Ceographically, the Central marketing area includes a w de
range of topography and clinmate types, ranging fromthe Col orado
Pl at eau and the Rocky Muwuntains in the west to the central section
of the Mssissippi River Valley toward the eastern part of the
area. Precipitation ranges fromless than 15 inches per year in
Denver, Col orado, to nmore than 30 inches at St. Louis, Mssouri
Most of the area experiences fairly hot sumrer tenperatures, while
Wi nter tenperatures vary sonmewhat nore than sumer, with col der
Wi nter tenperatures occurring in the northern and western parts of
the Central area. The natural vegetation ranges from desert and
desert scrub in western Col orado through coniferous forest in the
Rocky Mountains to short grass prairie in eastern Col orado through
tall grass prairie in eastern South Dakota, Nebraska, Kansas and

Ckl ahoma, and rmuch of Illinois; to broadl eaf forest on both sides
of the M ssissippi R ver
Population.

According to July 1, 1997, population estimates, the tota
popul ation in the consolidated Central marketing area is
approximately 21.5 million. Using Metropolitan Statistical Areas
(MSAs), there are four population centers over 1 nmillion. The St
Louis, Mssouri/lllinois, area is the largest, with over 2.6
mllion population, and t he Denver-Boul der- G eel ey, Col orado, area
is next with approximately 2.3 mllion. Kansas Gty,

M ssouri/ Kansas, has a population of 1.7 nmillion, and Ckl ahona
Cty, Oklahoma, is just over 1 million. Approximately thirty-five
percent of the popul ation of the consolidated nmarketing area is
within these four largest MSAs, with nearly two-thirds of the
popul ation contained within the area’s 32 MBA's (with the 28
smal | er MSAs averagi ng 228,559 popul ation). The Col orado portion
of the marketing area has 91.3 percent of its popul ation
concentrated in 5 MSA's. The M ssouri portion has 94. 4 percent



concentrated in 3 MBA' s.
Fluid Per Capita Consumption.

Based on the population figure of 21.5 mllion and a per
capita fluid mlk consunption rate of 19 pounds of fluid m |k per
nonth (a wei ghted average based on state populations in the
marketing area and fluid per capita consunption estinmates for each
state), total fluid mlk consunption in the consolidated Centra
mar keting area woul d be approximately 408.5 mllion pounds per
nmonth. Plants that would be fully regulated distributing plants
in the Central order had route disposition within the nine
mar keting areas included in the consolidated Central area of 366
mllion in Qctober 1997. It is likely that nost of the mlk
distributed within formerly unregul ated areas by Central order
handl ers woul d be distributed within the consolidated Centra
marketing area. The 11 producer-handl ers and 3 exenpt plants
operating in the Central market during Cctober 1997 had a conbi ned
in-area route disposition of 3 mllion pounds, partially regul ated
plants distributed 2 mllion pounds in the narketing area, and
plants that are expected to be fully regul ated under ot her
consol idated orders distributed 59 mllion pounds in the Centra
mar keti ng area during October 1997.

Milk Production.

In Cctober 1997, 996.7 mllion pounds of mlk were associated
with the orders consolidated in the Central market (including al
of the m |k pool ed under Orders 32 and 106). However, because of
class price relationships in the lowa and Nebraska-\Wstern | owa
markets, only 893.2 mllion pounds of the mlk was pooled. The
996.7 mllion pounds were produced by 9,900 producers |located in
17 states fromldaho to Kentucky, and from Texas to M nnesot a.
Three-quarters of the mlk associated with the Central market was
produced within the consolidated marketing area. The states
contributing the nost producer mlk were, in descendi ng order of
vol une, lowa, Colorado, M ssouri, Kansas, |llinois and Ckl ahona.
However, 68 percent of the Mssouri producer mlk cane fromfarns
in counties which are included in the consolidated Sout heast
marketing area. These 6 States accounted for 71 percent of the
producer mlk associated with the nine current orders to be
consolidated. Al of the states having substantial portions of
their areas in the consolidated Central market contribute producer
mlk to at | east two of the current nine individual orders, with
five of the states (lowa, Kansas, M nnesota, M ssouri, and
Nebraska) supplying mlk to five of the order areas each
Distributing Plants.

Using distributing plant lists included in the proposed rule
and the pooling standards adjusted to 25 percent of route
di spositions as in-area sales, updated for known plant closures
t hrough Decenber 1998, 57 distributing plants would be expected to



be associated with the Central marketing area, including 35 fully
regul ated distributing plants (all currently pool plants), 1
partially regulated (currently partially regulated), 3 plants
exenpt on the basis of size (currently pool plants but have |ess

t han 150, 000 pounds of total route disposition per nonth), 13
producer-handl ers (all currently producer-handl ers), 1 unregulated
plant (located in the unregulated central portion of Mssouri),
and 4 governnent agency plants (all currently government agency
plants). Since Cctober 1997, it is known that 1 pool distributing
plant (in Illinois) and 1 partially regulated plant (in Wom ng)
have gone out of business.

There would be 10 distributing plants in the Denver area (7
pool plants and 3 producer-handlers). The Kansas City area would
have 1 pool distributing plant. The St. Louis area woul d have 6
distributing plants (4 pool plants, 1 exenpt plant, and one
producer-handler). There would be 1 pool distributing plant and 2
producer-handlers in the klahoma Gty area. O the remmining 37
distributing plants, 19 are located in other MSAs as follows: 1
pool plant, 1 exenpt plant (on the basis of size) and 1 producer-
handl er in Colorado; 1 pool plant in IlIlinois; 4 pool plants, 1
producer-handl er and 1 exenpt plant in lowa; 1 pool plant in
Kansas; 3 pool plants in Nebraska; 1 pool plant and 1 producer-
handl er in Gkl ahoma; 1 pool plant and 1 partially regul ated plant
in South Dakota, and 1 pool plant in Wom ng.

Ei ghteen of the remaining distributing plants are not | ocated
in MSAs. They are: 1 pool plant and 1 government agency plant in
Col orado; 4 pool plants and 1 government agency plant in Illinois;
1 pool plant and 1 producer-handler in lowa; 1 pool plant and 1
government agency plant in Kansas; 1 unregulated and 2 producer-
handl ers in Mssouri; 1 producer-handler in Nebraska; 2 poo
plants in Cklahoma; and 1 governnent agency plant in South Dakota.
Utilization.

According to Cctober 1997 pool statistics for handl ers who
woul d be fully regul ated under this Central order, the Cass |
utilization percentages for the individual nmarkets ranged from 38
percent for the Sout hwest Plains nmarket to 87 percent for the
Central Illinois market. Cdass | (and Cass Il) receipts and
utilization data for lowa and the conbination of G eater Kansas
Cty and Eastern South Dakota markets are restricted to protect
the confidentiality of individual handler information. Data for
Eastern Col orado and Western Col orado narkets are comnbi ned in
order to mask restricted data. Conbined utilization for the nine
markets would result in a Cass | percentage of 50 percent.

Based on cal cul ated wei ghted average use values for (1) the
current order with current use of mlk, and (2) the current order
with projected use of milk in the consolidated Central order, the
potential inpact of this consolidation on producers who supply the



current market areas is estimated to be: Southern Illinois-Eastern
M ssouri, a 27-cent per cwt decrease (from $13.49 to $13. 22);
Central Illinois, a 50-cent per cwt decrease (from $13.56 to
$13.06); Greater Kansas City, a 69-cent per cwt decrease (from
$13.91 to $13.22); Nebraska-Western lowa, a 10-cent decrease (from
$13.23 to $13.13); Eastern South Dakota, a

32-cent decrease (from $13.33 to $13.01); lowa, a 5-cent decrease
(from $13.08 to $13.03); Southwest Plains, a 70-cent increase
(from $12.94 to $13.64); Wstern Col orado, a 65-cent decrease
(from $13.88 to $13.23); and Eastern Col orado, an 11-cent decrease
(from$13.70 to $13.59). The wei ghted average use value for the
consolidated Central order market is estimated to be $13.29 per
cw .

Other Plants.

Located within the Central nmarketing area during May 1997
were 84 supply or manufacturing plants: 8 in Colorado (4 in the
Denver area), 15 in lllinois (2 in the Decatur area), 23 in |lowa
(2 in the Des Mines area and 1 in the Dubuque area), 6 in Kansas,
7 in Mssouri (5 in the St. Louis area), 7 in Nebraska, 7 in South
Dakota (1 in the Sioux Falls area), 4 in Cklahoma (1 in the Tul sa
area), and 7 in Wsconsin. Twenty-two of the 84 plants are poo
plants, or have a “pool side.” Twelve of the 22 pool plants (6 in
lowa, 1 in Nebraska, 2 in South Dakota, and 3 in Wsconsin) are
“split plants;” that is, one side of a plant is a manufacturing
facility, and the other side receives and ships Gade A mlk, and
accounting is done separately. 1In npbst cases, the nonpool portion
of such a plant is a manufacturing operation, primarily cheese-
maki ng. O the pool plants, 8 have no primary product, but are
only shipping to distributing plants, and 6 are pool ed
manuf act uri ng pl ants.

O the 62 nonpool plants in the consolidated Centra
marketing area, 59 are manufacturing plants -- 24 are plants that
manufacture primarily Cass Il products, 3 manufacture primarily
butter, 6 manufacture primarily powder, 25 nmanufacture primarily
cheese, and 1 manufactures primarily other products.

Al so associated with the consolidated Central order, but not
within the marketing area, are 2 nonpool cheese plants and a
nonpool supply plant |ocated in South Dakot a.

Cooperative Associations.

Twenty-five cooperative associations pooled mlk in Decenber
1997 under the nine orders consolidated in the Central market. O
t hese cooperatives, 1 pooled mlk under 7 of the orders, 5
cooperatives associated producer mlk with 3 orders each, and 2
others pooled mlk under 2 orders each. Seventeen of the 25
cooperatives pooled mlk under only one order, and for 10 of these
organi zations that was the |owa order

The percentage of cooperative mlk pool ed under the eight



orders was 95, with a range of 80.7 percent cooperative mlk under
t he Sout hwest Plains order to 100 percent cooperative nmenber nilk
under the Central Illinois, Greater Kansas Gty and Eastern South
Dakot a orders.

Criteria for Consolidation.

Most of the criteria used in determning the optinum
consolidation of order areas apply to the Central narketing area.
The Federal order narkets consolidated in the Central area are
strongly related to each other through overl apping route
di sposition. The great mpjority of sales by handl ers who woul d be
regul ated under the consolidated Central order are distributed
within the marketing area, and the consolidated markets have a
greater relationship in terns of overlapping sales areas than with
any other markets. |In addition, sales within the currently-
unregul ated areas included in the consolidated Central area are
overwhel m ngly from handl ers that woul d be pool ed under the
Central order. Inclusion of these areas woul d reduce handl ers’
burden of reporting out-of-area sales and take in pockets of
currently-unregul ated counties that occur between the current
order areas. As discussed above, the m |k procurenment areas for
t he consol i dated narkets al so have a significant degree of
overl ap.

The Western Col orado order is included because the nore
recent data collected for this final decision indicates that since
t he proposed rule the Wstern Col orado narketing area has
devel oped a closer relationship with the Eastern Col orado narket
than with any other narket, even across the Continental Dvide. A
benefit of conbining Wstern Colorado with other markets is that
it is asmll market where data cannot be rel eased wi thout
reveal i ng confidential information unless conbined with data
pertaining to another marketing area. Consolidation of the area
will allow publication of meaningful statistics w thout disclosing
proprietary information. |In addition, several conments supported
t he conbi nati on of the Western Col orado area with the consolidated
Central market in view of the large negative effect of |ower
producer pay prices on the small nunber of producers involved if
the Western Col orado area were consolidated with the Sout hwestern
| daho- Eastern Oregon and Great Basin marketing areas.

Sone of the currently-unregul ated counties in western
II'linois and central M ssouri have been added to the Centra
marketing area. The omission fromthe marketing area of the
counties in central Mssouri that are not included in the
consol idated Central marketing area are based on an estinmation of
the marketing area of Central Dairy, located in Jefferson Gty,

M ssouri. This handl er has not been previously regulated. As
di scussed earlier, it is not the intent of this decision to
i nclude currently-unregul ated area in the consolidated order areas



where such inclusion would have the effect of regulating
previ ousl y-unregul at ed handl ers.

An additional benefit of the consolidation of these nine
order areas is that data will be able to be made public wi thout
di sclosing proprietary information. Four of the current Federa
order markets (Central Illinois, Geater Kansas City, Eastern
Sout h Dakota, and Western Col orado) included in this consolidated
area have too few pool plants to be able to publish market data
wi t hout revealing confidential information. |In addition to these
three markets, the nunber of handl ers regul ated under each of the
Nebr aska- Western lowa, |owa and Eastern Col orado orders is in the
single digits.

Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consolidation of the order areas included in the Central marketing
area that were considered included conbining the | owa, Nebraska-
Western |lowa, and Eastern South Dakota order areas with those of
t he Chi cago Regi onal and Upper M dwest areas in a consolidated
Upper M dwest order. The collection of nore detailed data
concerning the overlap in route disposition and nil k procurenent
showed clearly that these narketing areas are nore closely rel ated
to markets to the south than to the north.

Approxi mately 85 percent of the total fluid milk dispositions
di stributed by handl ers regul ated under the three order areas that
were suggested to be included in the Central area in the initial
Prelimnary Report, and in the Upper Mdwest area in the Revised
Prelimnary Report, are disposed of in the consolidated Centra
market. The disposition by other Central marketing area handl ers
within the consolidated Central area is somewhat greater than the
proportion for the three nore northern order areas.

Al so considered was the exclusion of 14 Nebraska counties, in
addition to the 11 already excluded, fromthe Central marketing
area to expand the unregul ated area in which Gllette Dairy could
distribute mlk wthout becom ng regulated. There was no data
indicating that Gllette distributes mlk in those counties. In
the early stages of the study of appropriate order consolidation
it was assunmed that the southern M ssouri and northwest Arkansas
portions of the Sout hwest Plains order area would remain with the
rest of that area. This area was included with the consolidated
Sout heast order area in the proposed rule, and renmmins there.

Ei ght een conments that pertained specifically to the proposed
Central marketing area were filed by 17 comenters in response to
t he proposed rule. Four of these coments advocated noving the
Western Col orado order area fromthe consolidated Wstern order to
the consolidated Central order. These coments expressed concern
about the expected reduction in the blend price to Wstern
Col orado producers under the Western order. An exani nation of



updated data on route dispositions and bul k m |k novenents
resulted in making this change which is explained in greater
detail in the description of coments and alternatives

under the section of this decision dealing with the Western area.

A comment filed by the Arerican Farm Bureau Federation
recommended that the central area of Mssouri that was proposed to
be unregul ated be included in the Central order area. A comment
filed on behalf of Central Dairy, the handler who is |ocated and
distributes mlk in the unregul ated M ssouri area opposed the
addition of any presently unregulated territory to Federal order
mar keti ng areas, and specifically opposed the addition of six
currently-unregul ated northeast M ssouri counties into which the
handl er expects to expand its distribution. There is no
i ntention of causing the regulation of this handler. As discussed
earlier with regard to the Northeast and M deast marketing areas,
consol idation of the existing orders does not necessitate
expansi on of the consolidated orders into currently-unregul ated
areas, especially if such expansion would result in the regulation
of currently-unregul ated handlers. At the sane tine, mnimzing
the extent of the unregulated counties in the mddle of the
consol i dated marketing area would help to reduce the reporting
burden on handl ers in deternining which route dispositions are
i nside, and which are outside the marketing area. The
admi ni strative burden of verifying such reporting al so would be
elimnated. Six currently-unregul ated northeast M ssouri counties
that were proposed to be added to the Central order area have been
renoved on the basis of coments received fromthe Jefferson Gty
handl er, who indicated that regul ation of the six counties may
result in a change in the handler’s regulatory status. No urgency
on the part of regul ated handl ers having sales in the unregul at ed
area to include that area in the consolidated order area was
apparent fromcoments. |In fact, none of the conments received
fromaffected handl ers advocated that the unregul ated area be
i ncl uded in the consolidated area.

A comment by Gllette Dairy, a handler located in Rapid Gty,
South Dakota, in the fornmer Black Hi|ls Federal order area,
supported excluding the 11 counties of the Nebraska panhandl e,
currently part of the Nebraska-Wstern Iowa order area, fromthe
consolidated Central area. Gllette has sone sales in this area
and conpetes there with regul ated handl ers, but requested that the
panhandl e area be excluded to lessen Gllette’'s |ikelihood of
becoming fully regul ated under the Central order. This area was
excluded in the proposed rule, and its excl usion was unopposed by
any interested persons who filed comrents before the deadline for
doing so. Although Gllette's sales in the panhandl e area do not
represent an overwhelmng majority of the total sales there, the
vol unme of sales in this sparsel y-popul ated area shoul d not affect



the conpetitive status of any regul ated handlers. Therefore, the
area wWill be excluded fromthe consolidated area as proposed.

Several conments, fromthe | owa Departnment of Agriculture,
WelIs’ Dairy, and Anderson-Erickson Dairy, as well as Swiss Valley
Farns, supported the inclusion of the lowa order area in the
consol idated Central area, stating that the attraction of a supply
of mlk for fluid needs requires such a consolidation

Conmrents were received on dividing the current |owa marketing
area by adding the eastern edge of the lowa marketing area to the
proposed consol i dated Upper M dwest order. Such a division would
result in the Swiss Valley Farns distributing plant in Dubuque,
lowa, qualifying as a pool plant under the consolidated Upper
M dwest order (as it now does during sone nonths under the current
Chi cago Regional order). The Swiss Valley plant conprises a | arge
majority of the lowa narket sales in the Chicago Regi onal and
Upper M dwest order areas, and the novenment of a hal f-dozen
counties would assure its pool status in the consolidated Upper
M dwest order and its location in that order area.

Conments by Lakeshore Federated Dairy Cooperative argued that
t he extensive overlap of producers, Odass | sales, and geographic
simlarities between the northeast portion of the |owa marketing
area and the adjoi ning consol i dated Upper M dwest area should be
consi dered conpel ling reasons for naking such a change.
Lakeshore’s conments were supported by Prairie Farns, Forenpst
Farns, and DFA. In addition, Grande Cheese Conpany, a Wsconsin
cheesemaker, filed conments supporting Lakeshore’s position

Inits comrents, Swiss Valley argued that the 2 sout hwest
W sconsin counties proposed to be included in the consolidated
Central marketing area were renoved fromthe Chicago Regi onal area
and added to the lowa area on the basis of a formal rul enaking
proceeding in the late 1980's, at which tinme it was deterni ned
that the principal conpetition for fluid sales and mlk supply in
this area occurred between |owa handl ers rather than w th Chi cago
Regi onal handlers. It is therefore Swiss Valley' s position that
the two counties should remain with the rest of the lowa area, in
t he consolidated Central narketing area.

On the basis of data gathered for this decision, the prinary
source of route disposition in Gant and Crawford Counti es,
W sconsi n, and Dubuque County, lowa, is the Swiss Valley plant in
Dubuque, and nost of the rest of the mlk distributed in these
counties is fromhandl ers regul ated under the Chicago Regi ona
order. The data al so shows that the Dubuque plant procures nost
of its mlk supply fromcounties that also supply mlk to the
Chi cago Regi onal and Upper M dwest orders, as well as to other
pl ants pool ed under the |owa order

One of the problenms in this marketing area has been the
ability of the Swiss Valley plant to choose the order under which



it is regulated. As a result of differences between the current
pool plant definitions of the two orders, Swiss Valley has been
able to switch regul ati on between the I owa and Chi cago Regi ona
orders as its price advantage shifted, and has done so frequently
during 1997 and 1998. The pool plant definitions of the
consol i dated Upper M dwest and Central orders, which are very
simlar, will require that the Swiss Valley plant be regul ated
under the order for the area in which it has the greater vol une of
route di sposition.

I f, under the consolidated orders, the Dubuque plant
distributes a greater share of its sales in the consolidated Upper
M dwest area than in the consolidated Central area, the plant will
be pool ed under the Upper Mdwest order. The only appropriate
change to be nmade to the current lowa nmarketing area is to
elimnate the partial counties fromthe marketing area definitions
of the consolidated Central and Upper M dwest orders.

The Il1linois Counties of Jo Daviess and Witeside currently
are split between the lowa and Chi cago Regi onal order areas. More
than half of the sales in Witeside County are supplied by |owa
handl ers (including Swiss Valley), so Witeside County will be
| ocated entirely within the consolidated Central area. Mre than
hal f of the sales in Jo Daviess County are supplied by Chicago
Regi onal handl ers (not including Swiss Valley), and that county
will be located entirely within the consolidated Upper M dwest
area. The lowa County of Mtchell currently is located in the
Upper M dwest area except for the Gty of Osage, which is defined
as part of the current lowa marketing area. Al of Mtchel
County will be included in the consolidated Upper M dwest area.

After considering all coments and ot her rel evant
information, it is determined that the territory enconpassed in
the Central marketing area best neets the criteria used.

SOUTHWEST .

The consol i dated Sout hwest marketing area is conprised of the
current Texas (Order 126) and New Mexi co-West Texas (Order 138)
marketing areas as well as 49 currently unregul ated Texas
counties. There are 290 counties in this area. This area remains
unchanged fromthe proposed rule.

Geography.

The consol i dat ed Sout hwest market is described geographically
as follows: three counties in Colorado (currently in Oder 138),
all New Mexico counties (33, currently in Order 138) and all 254
Texas counties (162 currently in Order 126, 43 currently in Order
138, and 49 currently unregulated). Two currently unregul ated
counties are located in northeast Texas, while the renaining 47
are in sout hwest Texas.

The Sout hwest narket spans the south central area of the



United States. It is surrounded by Arizona on the west, Col orado
and Gkl ahoma on the north, Arkansas, Louisiana and the @Qulf of
Mexico in the northeast, east, and southeast, and Mexico to the
south. Measuring the extrene di nensions, this market extends
about 800 miles north to south fromsouthern to northern Texas and
about 875 miles east to west from Texas’ border with Louisiana and
Arkansas to New Mexico’s border with Arizona.

The Sout hwest market is contiguous to 3 consolidated
marketing areas: Arizona-Las Vegas to the west, Central to the
north and Southeast to the east. Unregulated counties in Col orado
also forma relatively small border in the northwest corner of the
market. Texas has over 350 miles of coastline on the Gulf of
Mexi co, while Texas and New Mexi co share about 970 m | es of
boundary with northern Mexi co.

In terns of physical geography, diverse topographic reli ef
exists in the Sout hwest market area, particularly in New Mexico
(ranging fromdeserts to high nountain ranges). Northwest New
Mexico is part of the Col orado Pl ateau, an area of broad vall eys
and plains as well as deep canyons and nesas. The Rocky Mountai ns
extend into the north central area of the state. The Basin and
Range regi on, generally characterized by ranges or isolated
nmountai ns interspersed with valleys, desert basins or high plains,
is located in central and sout hwestern New Mexico, as well as
western Texas. The Great Plains cover the eastern third of New
Mexi co and extend through the Texas Panhandle in north Texas and
much of central Texas. This area is characteristically dry and
treel ess and al so enconpasses Texas hill country and t he Edwards
Pl at eau. The GCsage Plains covers the area in Texas fromthe
Ckl ahorma- Texas border into the south central part of the state and
the low and flat Wst Gulf Coastal Plain covers the eastern two-
fifths of the state.

Climates in this region also vary. The western part of the
regi on, including New Mexico, southwest Texas and the Texas
Panhandl e, is sem-arid to arid with wide ranges in both daily and
annual tenperatures. The southern tip of Texas and the Qulf coast
are nore humd and subtropical. For sone of the area there are
few agricultural uses other than dairy farnmng. Dairy products
were the 2" and 3¢ hi ghest revenue-producing agricultura
commodi ties in New Mexi co and Texas, respectively, in 1996,
accounting for nearly one-third of agricultural receipts in New
Mexi co, but less than 10 percent in Texas.

Population.

According to July 1, 1997, popul ation estimates, the tota
popul ation in the consolidated marketing area is 21.3 nillion
The 26 Metropolitan Statistical Areas (MSA) in the consolidated
Sout hwest nmar ket account for 81.3 percent of the total market area
popul ation. About 55 percent of the Southwest population is



located in the 4 nost popul ous MSAs. Seven MSAs have popul ations
greater than 500,000; their total population is 63.4 percent of
t he Sout hwest popul ati on. Because of the | arge nunber of MSAs in
t he Sout hwest market, only those areas with popul ati ons greater
t han 500, 000 are described in detail.

Al most 92 percent of the Sout hwest market’'s population is
| ocated in Texas, which has 19.5 mllion people. Twenty-three of
the 26 Sout hwest nmarket MSAs are in Texas. About 66 percent of
Texas' popul ation is concentrated in 6 areas, which include the
Sout hwest area’s top 5 population centers: the Dallas-Fort Wrth
(Dallas) MSA in northeastern Texas, with a population of 4.7
mllion; the Houston-Galveston-Brazoria (Houston) MSA in
sout heastern Texas near the Qulf of Mexico, with a popul ati on of
4.3 mllion; the San Antonio MBA in south central Texas, with a
popul ation of 1.5 mllion; the Austin-San Marcos (Austin) MSA in
central Texas, with a population of 1 million; the El Paso NMSA
located in the far western corner of Texas on the Texas- New
Mexi co- Mexi co border, with a popul ation of 702,000; and the
McAl | en- Pharr - Edi nburg MSA | ocated at the southern tip of Texas,
with a popul ation of 511, 000.

New Mexi co’s population is about 1.7 mllion. The renaining
3 of the 26 Sout hwest market MSAs are |ocated in New Mexi co.
About 40 percent of the state’'s population is located in the
Al buguer que area, just northwest of central New Mexi co.

In the remai nder of the Southwest marketing area, the 3
Col orado counties have a popul ation of about 71, 000.
Fluid Per Capita Consumption

Estimates of fluid per capita consunption vary from17.1
pounds of fluid milk per nonth per person in Texas to 17.5 in New
Mexico to 18.8 in Colorado. Miltiplying the individual states’
consunption rate by its population in the consolidated marketing
area results in a fluid mlk consunption rate of 364.5 mllion
pounds of fluid mlk per nmonth for the consolidated Southwest
mar ket i ng ar ea.

In Cctober 1997, the fully regulated plants in Orders 126 and
138 had route distribution totaling 342.5 million pounds. N nety-
ei ght percent, or 328 mllion pounds, was distributed within the
consol i dat ed Sout hwest nmarketing area. Handlers fully regul ated
under ot her Federal orders had about 21 mllion pounds of route
distribution into the Southwest narket area. Producer-handlers in
t he Sout hwest area distributed about 5 mllion pounds of route
distribution in the Southwest marketing area in Cctober 1997,
while partially-regulated plants and plants that woul d be exenpt
on the basis of size distributed approximately .5 mllion pounds.
Production.

In Cctober 1997, 1,570 producers from 144 counties in 5
states pooled 650 nillion pounds of producer nilk on Orders 126



and 138. Over 99 percent of this producer mlk cane from counties
i ncluded in the consolidated Sout hwest marketing area. About 55
percent of the conbined nmarket’s producer mlk was provided by
producers in six counties.

About 455 million pounds of nmilk were pool ed on either O der
126 or 138 from 1, 345 producers in 118 Texas counties in Cctober
1997. Three Texas counties were anmong the top 6 in volunme pool ed:
Erath (1%'), Hopkins (4'") and Comanche (6'"). FErath County --

| ocated about 75 miles west of Dallas -- pooled 104.5 nillion
pounds on Order 126 (and an additional 9 mllion pounds on 3 ot her
Federal orders). Hopkins County -- located about 50 miles east of

Dallas -- pooled 34 million pounds on Order 126 and anot her 15
mllion pounds on 4 other Federal orders. Contiguous to and |ying
sout hwest of Erath County, Comanche County pooled 33 nillion
pounds on Order 126 and about .5 million pounds on 3 other Federa
or ders.

O the 271 million pounds of nmilk pooled on either Order 126
or 138 from 185 producers in 12 New Mexico counties, 69 percent
was produced in the followi ng three counties, all anong the top 6
in volune pool ed: Chaves (2", Dona Ana (379 and Roosevelt (5'").
Chaves County -- | ocated about 200 miles southeast of Al buquerque
-- pooled 92 nmillion pounds on Orders 126 and 138 in Cctober 1997
and an additional 28 million pounds on 3 other Federal orders.
Dona Ana County, |ocated over 200 miles south of Al buquerque,
contiguous to El Paso County, TX, and the U. S.-Mxico border
pooled 61 mllion pounds of producer mlk on Order 138.
Contiguous to and |ying northeast of Chaves County, Roosevelt
County pooled 33 million pounds on Orders 126 and 138 and anot her
6.6 mllion on 4 other Federal orders.

In Cctober 1997, producer mlk for Orders 126 and 138 al so
originated in one of the Col orado counties in the Southwest
marketing area, and in counties in Arkansas and Okl ahona.

However, the conbi ned anmount of producer mlk pooled fromthese
areas is less than 1 percent of the total producer nilk pooled in
t hese Orders.

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 31 distributing plants located in the
consol i dat ed Sout hwest marketing area woul d be expected to be
associated with the Southwest market, including 21 fully regul ated
distributing plants, 2 partially regulated, 2 exenpt and 6
producer-handl ers. None of these plants’ regulatory status is
expected to change as a result of the consolidation process. O
the 21 fully regulated plants, 17 are located in the top six MSA
r egi ons.



Since Cctober 1997, it is known that 3 plants (2 fully
regul ated and 1 producer-handl er) have gone out of business. The
fully regulated plants were located in El Paso, Texas, and in
Al buguer que, New Mexi co. The producer-handl er was |located in
Hobbs, New Mexi co.

O the 31 distributing plants that woul d be located in the
consol i dat ed Sout hwest narketing area, 24 are in Texas, and 7 are
in New Mexico. Twenty of the Texas plants would be fully
regulated. They are as follows: 6 in the Dallas area, 3 in the
Houston area, 2 in the San Antonio area, 1 in the Austin area, and
2 in the EIl Paso area, and 6 |ocated throughout the state. One
of the Texas distributing plants was associated with Order 30
(Chi cago Regional) in Cctober 1997, and is expected to be
partially regulated in the Sout hwest market. Two producer-
handl ers are located in Texas, one in the El Paso area and the
other in the central part of the state.

Just over half of New Mexico's 7 distributing plants are
| ocated in the Al buquerque area. One fully regul ated handl er and
3 producer-handlers are located in this population center. O the
remaining 3 plants located in New Mexico, there are 2 plants that
woul d be exenpt on the basis of size (both located in central New
Mexi co) and 1 producer-handl er (located southeast of Al buquerque).
Utilization.

According to Cctober 1997 pool statistics, the Cass |
utilization percentages for the Texas and New Mexi co- Wst Texas
mar kets were 56 and 44 percent, respectively. Based on cal cul ated
wei ght ed average use values for (1) the current order with current
use of mlk, and (2) the current order with projected use of mlk
in the consolidated Southwest order, the potential inpact of this
consol idation on producers who supply the current nmarket areas is
estimated to be: Texas, a 5-cent per cw decrease (from$14.09 to
$14.04), and New Mexi co- West Texas, a 10-cent per cwt increase
(from$13.51 to $13.61). The wei ghted average use value for the
consol i dat ed Sout hwest order market is estimated to be $13.97 per
cw. For Cctober 1997, conbined ass | utilization for Oders
126 and 138 was 53.4 percent based on 347.0 mllion pounds of
producer mlk used in Class | out of 649.9 mllion total producer
m | k pounds.

Other Plants.

Located within the Sout hwest marketing area during May 1997
were 17 manufacturing plants: 11 in Texas (2 in the Dallas MSA
and 1 in the El Paso MSA) and six in New Mexico. Six of the 17
pl ants were pool plants. Al of these pool plants were
manuf acturing plants -- one manufactured primarily dass |
products, two manufactured primarily powder, two manufactured
primarily cheese and one manufactured primarily other products.

O the 11 nonpool plants in the Southwest nmarketing area, all were



manuf acturing plants -- one manufactured primarily powder, four
manuf actured prinmarily cheese, one nmanufactured primarily other
products and five manufactured primarily Class Il products.
Cooperative Associations.

In Decenber 1997, three cooperative associations narketed
about 95 percent of the milk pooled under both of the orders
consolidated in the Southwest area: Dairy Farners of America
(DFA); and Select MIk Producers, Inc. (Select); and Elite MIKk
Producers, Inc. (Elite).

Criteria for Consolidation

Nearly all of the route disposition by Order 126 and 138
handl ers is distributed within the consolidated narketing area.
In addition, nearly all of the mlk that woul d be pool ed under the
consol i dat ed order, based on Cctober 1997 data, originates within
the marketing area. Two cooperatives market the vast majority of
mlk within the consolidated area
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consol i dation of the Texas and New Mexi co- West Texas order areas
t hat were considered included the consolidation of east Texas with
t he Sout heast area. This alternative consolidation was exam ned
at length and found to have little overlap of either fluid mlk
product disposition or producer mlk nmovenents.

Only one comment pertained specifically to the consolidated
Sout hwest nmarketing area. This was a conment from DFA t hat
di scussed general support for the nmarketing areas proposed by
USDA, with no objection to the Southwest marketing area, as
pr oposed.

ARIZONA-LAS VEGAS.

The consol i dated Arizona-Las Vegas marketing area is
conprised of the current Central Arizona (Order 131) narketing
area, one county in Nevada which currently is in the Geat Basin
(Order 139) marketing area, and currently unregul ated counties in
Arizona. There are 16 counties in this consolidated marketing
area. This area remains unchanged fromthe proposed rule.
Geography.

The Arizona-Las Vegas market is described geographically as
follows: Al counties (15) in Arizona (6 whole and 1 parti al
currently are part of Order 131, and 8 whole and 1 partia
currently are unregul ated) and O ark County, Nevada, which
currently is part of the Great Basin nmarketing area. The narket
extends about 400 miles north to south from Arizona’s border with
Ut ah (and Nevada’' s sout hernnost county) to the U. S. -Mexico border
The market ranges from 300 to 375 niles east to west fromthe
Ari zona- New Mexi co border to the Arizonal/sout hern Nevada-

Cal i forni a border.



The Arizona-Las Vegas marketing area i s contiguous to two
ot her consolidated marketing areas, the Great Basin portion of the
Western area to the north and the New Mexi co-West Texas portion of
the Sout hwest area to the east. California, which is not part of
the Federal order system lies to the west and Mexico is south of
this marketing area.

Arizona can be divided into three geographic regions -- the
Sonoran Desert, in the southwest; the Col orado Plateau, in the
north; and the Mexican Highland, mainly in the central and
southeastern parts of the state. Wth each of these regions,
three distinct climatic zones exist: the Sonoran Desert is hot in
t he sumrer but can experience frost in the winter; the Col orado
Plateau is hot and dry in the sumer and cold and windy in the
wi nter; and the Mexican Hi ghl and receives significant
precipitation in both sunmer and winter. This region is cooler in
both sumer and wi nter than the Sonoran Desert region

These topographical and climatic conditions apparently are
conducive to mlk production. Dairy products represent one of the
principal agricultural comodities (2™ and 3% in the States of
Arizona and Nevada, respectively, representing 16.6 and 21.7
percent of total agricultural receipts of the two States in 1996.
Population.

Arizona is one the fastest-growing states in the United
States. According to July 1, 1997, popul ation estinates, the
total population in the consolidated marketing area is 5.7
mllion. Using Metropolitan Statistical Areas (MBAs), the |argest
popul ation center is the Phoeni x-Mesa (Phoenix) area, located in
central Arizona approximately 125 miles north of the U S.-Mxico
border in the Sonoran Desert region. About 250 nmles to the
nort hwest of Phoenix is the Las Vegas, Nevada, area, the second-
| argest population center in this marketing area. The Las Vegas
MBA is conprised of three counties: dark and Nye counties in
Nevada and Mohave County in Arizona. Al nost half of this market’s
popul ation is in the Phoeni x area, and over 70 percent is
accounted for when Las Vegas is added.

Fluid Per Capita Consumption.

Based on the population figure of 5.7 mllion and an
estimated per capita fluid mlk consunption rate of 20 pounds of
fluid mlk per nonth, total fluid nmlk consunption in the Arizona-
Las Vegas marketing area is estimated at 114 mllion pounds per
nmonth. In COctober 1997, plants that woul d have been fully
regul ated distributing plants in the Arizona-Las Vegas order had
route disposition within the market of approxinmately 95 million
pounds, representing 94 percent of their route disposition
Another 6.5 mllion pounds of mlk was distributed in the
consol i dated marketing area by 2 handlers expected to be fully
regul ated under the consolidated Western Federal order and by 10



California plants that are partially regulated under the Centra
Arizona and Great Basin orders.
Milk Production.

In Cctober 1997, alnost 196 nmillion pounds of mlk was pool ed
in the Central Arizona market, supplied by over 100 producers
located in fewer than 10 counties in Arizona and California. Over
95 percent of the Central Arizona nmilk was produced within the
marketing area. Further, over 90 percent of the producer mlk
produced within the Order 131 area was produced in Maricopa
County, Arizona, where Phoenix, this nmarket’'s largest city, also
is located. Wth 177 million pounds of producer nilk for Cctober
1997, Maricopa County produces al nbost twi ce the anount of mlk
required to nmeet the fluid nmlk needs of the entire marketing
area. Arizona producers did not supply nmlk to any other Federa
order; however, it is known that producer m |k noves from both
Arizona and Cark County, Nevada, to southern California. These
figures do not reflect the producer mlk associated with Anderson
Dairy, the Las Vegas handl er who has been pooled on Order 139.
There is only one producer located in Cdark County, Nevada.
Anderson’s m |k supply cones froma cooperative association in
sout hern California.

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 8 distributing plants woul d be expected to
be associated with the consolidated Arizona-Las Vegas narketing
area, including 5 fully regulated distributing plants (al
currently pool plants), 1 exenpt plant and 2 producer-handl ers.
There are 4 distributing plants in the Phoenix area (all poo
plants). Located in the Las Vegas MSA are one pool plant and a
producer-handl er. Another producer-handler is located in the Yuma
area and the exenpt plant is located in a currently-unregul ated
Arizona county, and has total route disposition of |ess than
150, 000 pounds. Al of the plants that are expected to be fully
regul ated under this consolidated order are |l ocated in areas that
contain over 70 percent of the nmarket’'s popul ation
Utilization.

According to Cctober 1997 pool statistics, the Cass |
utilization for the Central Arizona nmarket was 46 percent. Due to
restricted information, this cal culation excludes receipts for the
Las Vegas handler who currently is regul ated under Order 139, but
woul d be regul ated under this order. Because the degree of
consolidation for this market is very mnor, little change in the
Class | utilization percentage, and thus little change in producer
returns, is expected in the Arizona-Las Vegas area as a result of
t he consolidation. For Cctober 1997, Class | utilization for the



Central Arizona market was 46.3 percent based on the use of 90.8
pounds of producer milk in Class | out of 195.9 total pounds of
producer mlk. The weighted average use value for the Arizona-Las
Vegas market is estinated to be $13.84 per hundredwei ght.

Other Plants.

For May 1997, 3 supply or manufacturing plants were | ocated
within the Arizona-Las Vegas marketing area: 2 in Arizona (both
in the Phoenix area) and 1 in Nevada (in the Las Vegas area). ne
Arizona plant was a pool plant operated by the cooperative,
manufacturing primarily cheese, while the other plants were
nonpool plants manufacturing primarily Oass |l products.
Cooperative Associations.

For Decenber 1997, the only cooperative pooling mlk under
the Central Arizona order was United Dairynmen of Arizona, which
represented over 90 percent of the m |k pool ed under the Centra
Arizona order. Security MIk Producers Association, a cooperative
based in California, supplies mlk to the Las Vegas handl er
Criteria for Consolidation.

Market data indicate that there are sales into the Las Vegas
area by Central Arizona pool plants, and sales by both Phoeni x and
Las Vegas handlers into the unregul ated areas al ong the southern
part of the Nevada-Arizona border. Rapid population growth in the
area between the two areas has greatly increased conpetition
bet ween the handl ers in Phoenix and Las Vegas. |In addition, both
areas exchange significant volunes of bul k and packaged milk with
Southern California. At the sane time, the strength of the
earlier relationship between the Las Vegas area and Uah clearly
has declined since the merger of the Lake Mead and G eat Basin
order areas in 1988, which was based on data conpiled up to 1986.

The Grand Canyon serves as a natural barrier in northwestern
Arizona between this area and G eat Basin. Al though the actua
consol i dated order area extends to the Utah border, the portion of
Arizona between the Grand Canyon and Uah is very sparsely
popul ated, and is included in the consolidated nmarketing area
primarily for the purpose of sinplifying the marketing area
descripti on and easi ng handl ers’ burden of reporting out-of-area
sales. The Colorado River fornms rmuch of the western boundary with
California and Nevada. A north-south strip along the eastern edge
of Arizona constituting approxi mately 30 percent of the State's
territory is very sparsely popul ated, containing just over 5
percent of the popul ati on of the consolidated nmarketing area.

This lightly popul ated desert area can be seen as anot her form of
natural barrier to the novenent of bul k and packaged ml k.
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consolidation of the Central Arizona nmarketing area and the
sout hern Nevada portion of the Great Basin order area included



retaining the Las Vegas area with the rest of the current Geat
Basin order area in the consolidated Wstern marketing area.

Twel ve conments that pertained specifically to the proposed
Arizona-Las Vegas area were filed by 10 commenters in response to
t he proposed rule. Anderson Dairy in Las Vegas advocated that
O ark County, Nevada, in which Las Vegas is |located, be left out
of any consolidated marketing area to better enable Anderson to
conpete with mlk distributed fromCalifornia and fromthe Salt
Lake City area. Two comments fromthe Nevada Dairy Commi ssion
suggesting that prices could be set within the State, and froma
U S. Senator from Nevada, requested that Cark County be excl uded
fromany Federal order nmarketing area. Security MIKk Producers
Associ ation, a cooperative that supplies mlk to Anderson, first
filed a comrent supporting the proposed Arizona-Las Vegas area,
and then filed a later comment urging that if Cark County cannot
be deregul ated and California does not becone a Federal order
O ark County should be reunited with the rest of the consolidated
Western order area. A conmenter in the southern Nevada dairy
i ndustry supported the cooperative' s view.

A comment from DFA suggested that the Great Basin marketing
area be consolidated with the proposed Arizona-Las Vegas area
rather than the proposed Western area, arguing that the
price/utilization relationships of the Great Basin area are nore
simlar to the Arizona-Las Vegas area than to the rest of the
Western area. Darigold, Inc., urged that Las Vegas be reunited
with Uah due to its proximty to the major production areas in
Uah. Darigold suggested that if there is a |linkage between the
Phoeni x and Las Vegas narkets, those areas both should be included
in the Western area

A comment filed by the Arerican Farm Bureau Federation
reconmended that the consolidation of the Central Arizona and
O ark County areas be reconsidered in favor of a return to the
consolidation of the Central Arizona area with the Sout hwest area
suggested in the Initial Prelimnary Report on Order
Consol i dati on.

A comment filed by the Dairy Institute of California
supported the consolidation of the Las Vegas area with Arizona
because such a conbination would elimnate conpetitive distortions
bet ween t hese areas and California caused by the Las Vegas raw
mlk price levels. The Uah Farm Bureau stated that it does not
oppose renmoving the dark County, Nevada, area fromthe G eat
Basin order area and conbining it with Arizona.

An increase in sales by Central Arizona pool plants into the
Las Vegas area, and increased sal es by both Phoeni x and Las Vegas
handl ers into the unregul ated area of rapidly-increasing
popul ation along the southern part of the Nevada-Arizona border
are factors that have greatly increased overl apping route



distribution in these two areas. Mhave County, Arizona
(currently-unregul ated), and dark County, Nevada, are two of the
fastest-growing areas in the United States in ternms of popul ation.
These two counties adjoin each other in southern Nevada and
northwestern Arizona, and both are increasing in popul ation
significantly faster than the growh rates for their states. From
1990 to 1997, a period during which the popul ation of the United
States increased by 7.6 percent, the population of Arizona

i ncreased by 24.3 percent, while Mhave County’s popul ation

i ncreased by 37.8 percent. Over the sanme period, dark County,
Nevada, experienced a popul ation increase of 49.2 percent, while
t he Nevada popul ati on increased by 39.5 percent. The rapidly-
growi ng area between Phoeni x and Las Vegas represents a grow ng
mar ket whi ch can be expected to be served by both of the najor
popul ati on centers.

N nety-five percent of the route dispositions of handl ers who
woul d be regul ated under this order were distributed within the
consol i dated marketing area in Cctober 1997, and approxinately the
sane percentage of route disposition within the nmarketing area was
by handl ers who woul d be regul ated under this consolidated order
Simlarly, over 95 percent of the m |k pool ed under the current
Central Arizona order is produced within the nmarketing area, and
there is no indication of nmovenments of producer mlk between Utan
and Nevada, as was the case when the Great Basin and Lake Mead
orders were nerged.

In addition, both areas exchange significant vol unes of bul k
and packaged mlk with Southern California, a relationship that
does not pertain to any of the other areas in the region. The Las
Vegas area’s earlier relationship with southern Uah was based
primarily on Utah as an inportant mlk supply area for Las Vegas
at the time of the nmerger of the Lake Mead and Great Basin order
areas in 1988. That relationship clearly has ceased to exist.
Therefore, the assertion by comenters that the Las Vegas, Nevada,
area should continue to be included in the sane narketing area
with Utah or be unregul ated does not reflect current marketing
condi ti ons.

WESTERN.

The consol i dated Western nmarketing area is conprised of the
current Sout hwestern |daho-Eastern Oregon (Oder 135) and G eat
Basin (Order 139) marketing areas, |ess one Nevada county (d ark)
in Oder 139 that is added to the Arizona-Las Vegas narketing
area. There are 67 counties in this consolidated area. The
Western Col orado (Order 134) marketing area, proposed to be part
of the Western consolidated area, was changed to becone part of
the Central consolidated area
Geography.



The Western nmarket is described geographically as foll ows:
28 counties in Idaho (18 currently in Oder 135 and 10 in Order
139), 3 in eastern Nevada (all currently in Oder 139), 5 in
eastern Oegon (all currently in Order 135), all counties (29) in
Uah (currently in Oder 139) and 2 in the sout hwest corner of
Woning (currently in Order 139). Measuring the extrene
di nrensi ons, this narket extends about 625 mles north to south
from Oregon and Idaho to Utah’s boundary with Arizona. This
market’' s east-to-west dinension is approximtely 550 miles from
t he westernnost edge in central/eastern Oregon to the easternnost
edge o the U ah/ Col orado border.

The consol i dated Western narketing area is contiguous to four
of the consolidated marketing areas, the Pacific Northwest to the
west and north of the Oregon portion of this market, Arizona-Las
Vegas to the south, the Central market on the east, and the
Sout hwest to the extreme sout heast corner. Non-Federally
regul ated territory borders the Wstern nmarket on the west-
sout hwest (Nevada) and the north-northeast (Idaho and Wom ng).

In terns of physical geography, the Western narketing area
has several regions: the Colunbia Plateau in southern |Idaho and
nort heastern Nevada, characterized by fertile soils; the Geat
Basin in southeast Idaho, nearly all of Nevada and the western
third of Uah, described by ranges and parallel valleys; and the
Colorado Plateau in the eastern half of Utah, characterized by

gorges. |In general, the Wstern market is quite dry, with
tenperatures tending to be extrenme and affected by el evation
Population.

According to July 1, 1997, population estimates, the tota
popul ation in the consolidated marketing area is 3.2 million
Using Metropolitan Statistical Areas (MSAs), the |argest
popul ation center is the Salt Lake City-QOgden, Uah area (Salt
Lake City). Salt Lake City is located in north central UWah. The
Boise City, ldaho, area (Boise), the second | argest popul ation
center in this nmarketing area, is |ocated about 300 nmiles to the
northwest of Salt Lake Gty. Provo-Oem Uah, (Provo) the third
| argest popul ation center, lies 40 niles south of Salt Lake City.
Forty percent of the market’'s population is in the Salt Lake Gty
area, and over 60 percent is accounted for when Boi se and Provo
are added.
Fluid Per Capita Consumption

Based on the population figure of 3.2 mllion and an
estimated per capita fluid mlk consunption rate of 23 pounds of
fluid mlk per nonth, total fluid mlk consunption in the Wstern
marketing area is estimated at 73.6 mllion pounds per nonth.
Plants that woul d have been fully regulated distributing plants in
the Western order had route disposition within the market of 74
mllion pounds in Cctober 1997; approximtely 80 percent of this



total is fromOrder 139 pool plants. The 7 producer handl ers
operating during this nmonth had a conbi ned route disposition of
1.6 million pounds. Additionally, 1.1 mllion pounds of route
di sposition came fromother order plants, with about .5 nillion
frompartially regul ated handl ers and exenpt plants.

Milk Production.

In Cctober 1997, over 457 mllion pounds of nilk was
associ ated with the Great Basin and Sout hwestern |daho-Eastern
Oregon nmarkets, but only 304 nmillion pounds of this mlk was
pool ed because of class price relationships. The 457 nillion
pounds of mlk were produced by 952 dairy farmers located in 51
counties in California, |Idaho, Nevada, Oregon, Uah and Woni ng.
Over 95 percent of the mlk associated with the nmarket was
produced within the marketing area. Four counties produced nore
than 50 percent of the mlk available to be pooled. The three top
produci ng counties in Idaho, Jerome, Gooding and Twin Falls
counties, are all located in southwestern |daho, about 130 mles
sout heast of Boise and 230 miles northwest of Salt Lake Gty.
Jerone and Goodi ng counties each provided approxi mately tw ce as
much mlk as Twin Falls County, the third-largest county in terns
of mlk production in the Western market. The fourth-Iargest
production county was Cache County in northeastern Uah, |ocated
about 80 mles north of Salt Lake Gty.

The three Idaho counties, part of the marketing area of the
current Sout hwestern |daho-Eastern Oregon order, are the top three
m | k- produci ng counties for Order 135 and anbng the top seven
m | k- produci ng counties for Order 139 in Cctober 1997. Five
counties in the current Southwestern |daho-Eastern O egon
mar keti ng area supplied one-quarter of the mlk associated with
the Great Basin order in Cctober 1997.

Distributing Plants.

Using the distributing plant list included in the proposed
rule, with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 25 distributing plants would be expected to
be associated with the Wstern marketing area, including 11 fully
regul ated distributing plants (all currently pool plants), 2
partially regulated (currently partially regulated), 1 exenpt
pl ant based on size (currently a pool plant), 7 producer-handlers,
and 4 exenpt plants based on institutional status (all were exenpt
as defined under current federal orders). Since Cctober 1997, it
is known that 2 distributing plants (1 fully regulated and 1
exenpt plant) in Uah and 1 producer-handler in Arizona have gone
out of business.

There would be 9 distributing plants in the Salt Lake Gty
area (5 pool plants, 2 producer-handlers and 2 exenpt plants).

The Boi se area woul d have 2 pool distributing plants, the Provo



area woul d have 1 exenpt plant and the Pocatell o area woul d have 1
pool plant. The remaining 12 distributing plants are located in
Idaho (4 plants: 2 pool, 1 exenpt, and 1 producer-handl er),
Nevada (1 partially regulated plant), and UWah (7 plants: 1 pool
1 partial, 1 exenpt, 4 producer-handlers).

Fully regulated distributing plants are located in MSAs
cont ai ni ng about half of the consolidated nmarket’s popul ati on
i ncluding the Pocatello, |Idaho, MBA, with 2.2 percent of this
mar ket ' s popul ati on.

Utilization.

According to Cctober 1997 pool statistics, the Cass |
utilization percentages for the Sout hwestern |daho-Eastern Oregon
and Great Basin markets were 16 and 41 percent, respectively.
Based on cal cul ated wei ghted average use values for (1) the
current order with current use of mlk, and (2) the current order
with projected use of milk in the consolidated Western order, the
potential inpact of this market consolidation on producers who
supply the current nmarket areas is estimated to be an 11-cent per
cw increase (from$12.92 to $13.03) for Sout hwestern |daho-
Eastern Oregon, and a 9-cent per cwt decrease (from $13.25 to
$13.16) for Great Basin. The weighted average use value for the
consol i dated Western order market is estimated to be $13. 14 per
cw. For Cctober 1997, conbined Cass | utilization for Oders
135 and 139 was 32.5 percent based on 98.8 nillion pounds of
producer mlk used in Class | out of 304.1 mllion total producer
m | k pounds.

A substantial anmount of milk was omtted fromthe
Sout hwest ern | daho- Eastern Oregon pool for Cctober because of
unusual price relationships. The annual Class | utilization
percentage may be considered nore representative for this market.
For the year 1997, the annual Cass | utilization for Southwestern

| daho- Eastern Oregon was 8.3 percent. It is estimated that the
Cass | use percentage for the consolidated market woul d be about
23 percent.

Other Plants.

Ei ght een supply or manufacturing plants were |located within
t he consol i dated Western nmarketing area during May 1997: 8 in
Idaho (3 in the Boise area), 9 in UWah (2 in the Salt Lake Gty
area) and 1 in Woning. Two of the 18 plants were pool plants;
both manufacture primarily cheese. O the 16 nonpool plants, 12
manuf acture primarily cheese and 5 nmanufacture primarily soft or
Cass |l products (including ice crean). O the 8 Idaho plants,
all but one manufacture cheese, while of the 9 Utah plants, 6
manuf act ure cheese and 3 manufacture soft products.
Cooperative Associations.

For Decenber 1997, four cooperatives representing 77 percent
of the m |k pool ed under the two orders had nmenbership in the



consol i dated Western nmarketing area. Wstern Dairynen
Cooperative, Inc., a cooperative association that becanme part of
Dairy Farmers of America, Inc., had nmenbership in both the

Sout hwest ern | daho- Eastern Oregon and Great Basin narketing areas.
Magic Valley Quality MIk Producers, Inc., also had nenbership in
Orders 135 and 139; Darigold Farns had nenbership in Oder 135,
and Security M|k Producers’ Association had nenbership in O der
139.

Criteria for Consolidation.

The consol i dated Western narket is conposed of the current
mar ket i ng areas of the Sout hwestern |daho-Eastern Oregon and G eat
Basi n markets, minus the Cark County, Nevada, portion of the
Great Basin area. Sales overlap exists between Sout hwestern
| daho- Eastern Oregon and Great Basin, as well as a significant
overlap in procurenent for the two orders in Idaho. The two
orders al so share simlar nultiple conponent pricing plans. The
West ern Col orado order, proposed for inclusion in the Wstern
area, was shown on the basis of October 1997 data to have
devel oped a closer relationship with the Eastern Col orado area
than with the Great Basin order, and has been included in the
consolidated Central area instead of the Western area



Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
consol i dation of the Sout hwestern |daho-Eastern O egon, G eat
Basin (mnus Cark County, Nevada) and Western Col orado marketi ng
areas that were considered included | eaving the Sout hwestern
| daho- Eastern Oregon area as a separate order and consolidating
the G eat Basin market with the Central Arizona, Wstern Col orado
and Eastern Col orado nmarketing areas, |eaving both the
Sout hwest ern | daho- Eastern Oregon and Great Basin areas as
separate order areas, and conbi ning the Western Col orado area with
the Eastern Col orado area and other areas to the east. These
alternative consolidations were exam ned at length and found to be
| ess appropriate than the marketing areas delineated in the
proposed rule in ternms of overlap of either fluid mlk product
di sposition or producer nmilk novenents.

Fifteen coments that pertained specifically to the proposed
Western nmarketing area were filed by 12 comrenters in response to
t he proposed rule. Several of these conmments objected to the
separation of the Las Vegas area fromthe G eat Basin portion of
the Western area. These conments are addressed in the discussion
of comments and alternatives considered for the consolidated
Arizona-Las Vegas area.

Conmments filed by Dairy Farnmers of America, Southern Foods
Group, and a western Col orado dairy farmer advocated consolidating
the Western Col orado order area with the consolidated Central area
i nstead of the Wstern area. DFA's comment stated that the
Western Col orado mil kshed is nmore simlar to the Central area than
to the Western area. The coments filed by Southern Foods G oup
and the dairy farmer expressed concern about an expected reduction
in the blend price paid to producers supplying the Western
Col orado ar ea.

Cct ober 1997 data show an increased rel ati onshi p between
Western Col orado and Eastern Col orado, and reduced m |k novenents
bet ween Western Col orado and Great Basin. On the basis of the
change in the rel ati onshi ps between Wstern Col orado and its two
near est nei ghbor order areas, the Wstern Col orado area shoul d
beconme part of the consolidated Central area instead of the
Western area.

Fi ve Farm Bur eau organi zations (Mchigan, Uah, lowa, Chio
and Anerican), a Pennsylvania producer and Dairy Farnmers of
Anrerica filed eight conments opposing the consolidation of the
Sout hwest ern | daho- Eastern Oregon order area with the Great Basin
mar keting area. One DFA conment suggested conbining Utah with the
Arizona-Las Vegas area instead of with Idaho. A prinmary basis for
opposition to the consolidation is the disparity in the two
regions’ utilization of Cass | fluid mlk: the Southwestern
| daho- Eastern Oregon order has a very | ow percentage of O ass |



use, which varies fromless than 10 percent to over 20 percent,
while the Great Basin order’s Oass | use percentage is higher at
about 35 percent. Commenters fear that the consolidation of these
orders would result in lower returns to producers who currently
are pool ed under the Great Basin order. Mbst of the coments
suggest that the Sout hwestern |daho-Eastern Oregon narketing area
shoul d remai n under a separate order

A maj or source of mlk production for both the Sout hwestern
| daho- Eastern Oregon and Great Basin orders is a 5-county area
| ocated within the Federal order 135 marketing area, supplying
one-quarter of the mlk pooled on the Great Basin order in Cctober
1997. The Sout hwest ern | daho- Eastern Oregon area shoul d be
consolidated with sone other order area because of the snal
nunber of handl ers pool ed under the order, and this close
relationship with Geat Basin nakes that consolidation the only
vi abl e possibility.

PACIFIC NORTHWEST .

The Pacific Northwest marketing area is conprised of the
current Pacific Northwest (Order 124) marketing area and one
currently-unregul ated county in southwest Oregon. There are 75
counties in this marketing area. This area remai ns unchanged from
t he proposed rule.

Geography.

The Pacific Northwest market is described geographically as
follows: Al counties (39) in Washington, 30 counties in O egon
(29 currently are part of Order 124 and one, Curry County, is
unregul ated) and six counties in northwestern |Idaho. The market
ext ends about 490 niles north-to-south from Washington’s northern
border with the Canadi an province of British Colunbia to Oregon’s
sout hern border with California and Nevada. East-to-west, the
mar ket ranges from about 450 miles in the northern half of the
mar ket (covering territory from Wshi ngton’s western boundary with
the Pacific Ccean to the eastern border of |Idaho with Montana) to
about 250 niles in the southern half of the market (covering
approximately two-thirds of Oregon fromthe state’'s western border
with the Pacific Ccean to central Oregon).

The Pacific Northwest marketing area is contiguous with the
consol i dated Western Federal order marketing area in eastern
Oregon. The renai nder of the marketing area is surrounded by
currently non-Federally regulated areas (California and
nort hwestern Nevada to the south and Montana, |daho, and one
northeastern Oregon county to the east), political boundaries
(Canada to the north), and the Pacific COcean to the west.

Al ong the Oregon and Washi ngton coasts |lies the Coast Range.
The Cascade Range is located further inland in both states. Both
ranges are north-south in direction, and the Cascade Range



ef fectively divides both states into two distinct climates: a
year-round mld, humd climate with abundant precipitation
predonmi nates in the western part of the states, and a dry climate
with little precipitation but greater tenperature extrenes
prevails east of the Cascade Range. The mild climate of the
western portion results in |onger growi ng seasons. The Col unbi a
Ri ver flows south through eastern Washi ngton, turns west, and
becormes the western two-thirds of the border between Oregon and
Washi ngton. The portion of Idaho included in the Pacific

Nort hwest marketing area is within the Rocky Mouuntains. This area
has a generally continental climate with the higher el evations
havi ng | ong and severe winters.

Much of the area is conducive to the production of mlk and
many other agricultural comodities. Although dairy products
ranked 2" anpng receipts of agricultural comodities in the State
of Washington in 1996, and 4'" in Oegon, they accounted for only
13.8 percent and 7.9 percent, respectively, of such receipts.
Appl es (in Washi ngton) and greenhouse/ nursery, wheat, and cattle
and calves (in Oregon) ranked ahead of dairy, accounting for 19.8
percent and 33.8 percent, respectively, of agricultural comodity
receipts.

Population.

According to July 1, 1997, population estimates, the tota
popul ation in the marketing area is 9 nmllion. Seventy-seven
percent of the marketing area population is located in
Metropolitan Statistical Areas (MBAs). The two |largest MSAs are
| ocated on the western side of the Cascade Range. The Seattl e-
Taconma-Brenerton (Seattle) area, with a population of 3.4 nillion
(37.6% of the marketing area population), is in northwestern
Washi ngton. Over seventy percent of the population of the State
of Washington is |located west of the Cascade Mountains, in the
western third of the State. Another 14.5%of the State’s
popul ation is contained in 3 MBA's east of the Cascades.

The Portland-Salem (Portland) area in northwestern Oregon is
| ocated on the Oregon-Washi ngton border, with Portland just south
of the Colunbia River. The population of this MBAis 2.1 mllion
or 23.6% of the marketing area population. N nety percent of the
popul ation of Oregon is concentrated in the western one-third of
the State, or in the western half of the Oregon portion of the
mar ket i ng ar ea.

Fluid Per Capita Consumption.

Based on the population figure of 9 mllion and an esti nated
per capita fluid mlk consunption rate of 22 pounds of fluid mlk
per month, total fluid mlk consunption in the Pacific Northwest
marketing area is estimated at 198 million pounds per nonth. For
Cct ober 1997, plants that would be fully regulated distributing
pl ants under the Pacific Northwest order had route disposition



within the market of 170 nmillion pounds. |In addition, the 18
producer-handl ers operating during this nonth had a conbi ned route
di sposition of 18 million pounds. Additionally, slightly over 1
mllion pounds of route disposition (less than one percent of

total route disposition in the nmarketing area) canme from handl ers
outside the market. Because the handlers associated with this

mar ket are able to fulfill the market’s Cass | or fluid needs,
and because of the sonmewhat geographic isolation of the nmarket,

mai ntai ning the current Pacific Northwest order as a separate
market is appropriate.



Milk Production.

In Cctober 1997, the 540 nillion pounds of mlk pooled in the
Pacific Northwest market were produced by 1,211 producers | ocated
in 57 counties in California, |Idaho, Oregon, and Washi ngton. Five
counties produced 57 percent of the mlk pooled. Four of these
counties are in Washington State. They are Wiatcom Skagit, and
Snohom sh counties, which are |l ess than 100 mles north of
Seattle; and Yaki ma County, which is located in central Wshi ngton
about 100 miles southeast of Seattle on the eastern side of the
Cascade Range. The fifth county is in Oregon. It is Tillanook
County, which borders the Pacific Ccean, about 60 mles west of
the Portland area on the western side of the Coast Range.

Less than two percent of the mlk pooled in the Pacific
Nort hwest was produced outside of the narketing area, in Idaho and
California. The largest portion is fromproducers in two northern
California counties who pooled nearly 6 nmillion pounds of mlk or
89. 8 percent of the pooled mlk produced outside the Pacific
Nort hwest marketing area.

Distributing Plants.

Using distributing plant lists included in the proposed rule,
with the pooling standards adjusted to 25 percent of route
di sposition as in-area sales, updated for known plant closures
t hrough Decenber 1998, 35 distributing plants would be expected to
be associated with the Pacific Northwest market, including 19
fully regulated distributing plants (all currently fully
regul ated), 2 partially regulated plants, 4 exenpt plants (bel ow
150, 000 pounds in total route disposition), and 10 producer-
handlers. It is known that 3 distributing plants (all producer-
handl ers) have gone out of business since Cctober 1997.

There are 11 distributing plants within the Portland area,

i ncluding 7 pool plants, 2 exenpt plants and 2 producer-handl ers.
The Seattl e/ Tacoma MBAs have 4 pool plants, 1 partially regul ated
plant, and 4 producer-handlers. 1In addition to these two main
popul ation centers, the Spokane, Washington, MBA, located in the
eastern area of the state near the Idaho border with a popul ation
of 405, 000, has 2 pool plants.

Two srmaller MBA's in western Oregon contain 2 pool plants, 1
producer-handl er, and 1 plant exenpt on the basis of size. O the
5 distributing plants that woul d be operating in Oregon outside of
MBAs, 3 would be fully regulated, 1 partially regulated, and 1
exenpt of the basis of size. Al but one, in central Oegon, are
| ocated in western O egon.

One producer-handler is located in a northwest WAshington
MBA, and 1 pool plant, 2 producer-handlers and 1 partially
regul ated plant are located in the sout heast quadrant of the State
of Washi ngton outside any NMSA

Si nce Cctober 1997, three producer-handl ers are known to have



gone out of business, two in the State of Washi ngton, and one in
O egon.

Distributing plants fully regul ated under the Pacific
Nort hwest order are |located in MSAs where 71 percent of the
market’ s popul ation is concentrated.

Utilization.

According to Cctober 1997 pool statistics, the Cass |
utilization percentage for the Pacific Northwest market was 36
percent. Because this market is to remain separate, expected
utilization changes due to the reformprocess result only from
potential changes in plants’ regulatory status; thus very little
change in producer returns under the Pacific Northwest order is
expected as a result of consolidation. For Cctober 1997, d ass
utilization for the Pacific Northwest market was 35.6 percent
based on 192 nillion pounds of producer mlk used in Cass | out
of 540 million total producer mlk pounds. The weighted average
use value for the Pacific Northwest market is estinmated to be
$13. 33 per hundr edwei ght.

Other Plants.

Located within the Pacific Northwest marketing area in My
1997 were 27 supply or manufacturing plants; 12 in Oregon (5 in
the Portland area), 15 in Washington (7 in the Seattle area) and
none in ldaho. Two of the 27 plants (both in Oregon) were O der
124 pool supply plants, one of which manufactured primrily
cheese, and the other nonfat dry mlk. O the 10 nonpoo
manuf acturing plants located in Oregon, 8 manufactured primarily
Cass |l products (including ice crean), 1 manufactured butter
and the other made cheese.

The 15 manufacturing/supply plants located in the State of
Washi ngton were all nonpool plants. Three manufactured primrily
Cass |l products, 3 manufactured primarily butter, 2 manufactured
primarily powder, and 7 nmanufactured prinmarily cheese.
Cooperative Associations.

Fi ve cooperative associations had nmenbers in the Pacific
Nort hwest market in Decenmber 1997. Darigold Farnms is the |argest,
and the only cooperative that had nenmbership affiliated with
anot her order (Order 135) in Decenber 1997. (Qher cooperatives in
this market are Farmers Cooperative Creanery, Tillanmook County
Creanery Associ ation, Northwest |ndependent M Ik Producers
Associ ation, and Portland | ndependent M1k Producers Association
These five cooperatives pooled 85 percent of the total producer
m | k pool ed under the Pacific Northwest order in Decenmber 1997.
Criteria for Consolidation.

The consol i dated Pacific Northwest market adds one currently
unregul ated Oregon county to the Pacific Northwest m |k order.
The degree of association of this nmarket with other Federal order
marketing areas is insufficient under any criteria to warrant



consolidation with any other order areas.
Discussion of Comments and Alternatives.

Prior to issuance of the proposed rule, alternatives to the
| eaving the Pacific Northwest area as a separate order area that
were considered included the consolidation of the current Pacific
Nort hwest, Sout hwestern | daho-Eastern Oregon and Great Basin order
areas. Because there is virtually no relationship with regard to
ei ther overlapping route dispositions or overlapping mlk
procurenment between the Pacific Northwest and Sout hwestern | daho-
Eastern Oregon milk marketing areas, and none at all with G eat
Basin, these alternatives were not pursued.

Only two comments pertained specifically to the
“consol i dated” Pacific Northwest marketing area. Darigold Farns,
Inc., comented that the Pacific Northwest nmarketing area should
remai n unchanged except for the addition of the one southwestern
Oregon county proposed to be added. Darigold stated that the
addition of this county woul d not cause the regul ati on of any
plant. A comment filed by an individual from U ah stated that
| daho shoul d be included in the Pacific Northwest area or be a
separate order. As noted before, there is alnbst no relationship
bet ween the Pacific Northwest and Sout hwestern | daho-Eastern
Oregon narketing areas, and no basis for such a consolidation



