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De;;r !'vi; \kK:n:ey, 

FOR-124 

In' 1' 0 [er·~- nre·~ncs th·'""" s oCL-n·' O'L 01 ·~- Inc ,,.;,h -~-P,"' to t11, 'a'•n·'··- ---,new ba•1'c .)- '"~"'' )-' ::;.,,. .._ y,._,. i ,:,;., U <,;I'\.\,,~' !. , "''L' !'--', '-'-'' l .._ _.. 'vt'L'l.I" 1...L - 1 ;:;, 

·o· ~r:,..,,,,,, ' 1 r"~r Feo':::.~';'li ·,·j'[ 1 • \.j'.'l·.:·er; ... ":' Or_..:,.,..-.:. l m:... ::-· .......... '-' .l..... ~· ; .•. , !\ . . • ,.: .'\. ••• 11.::, ,_~, :::> 

\.\-'~ sw~por. t~e propcsc.: o:~t~.e l~?;:>::- ~1ldv .. /e5~ Coalitlon to 2.dopc a r:-:e2s1;.r~ c~~pr:.ces 2.G~'Je.lly 
p.::!ld for Grade.::.... and G:-c.Je B r.:iik :_ised t:o proCuce rr.'.:?.r:t.:~3-c:'...1red C:::.'.:-;: ~r.JC-..:.c:~. Seel-'. prices 
sho1..:1d be s-;;r-/eyed or.:y ir. ;-egiot:S ·~··.:here the:-e is vigo;-ou:; compe:'.~ion r~:.:;.r :-:::i~~ for 
r:i~:iuf'..'.lc<ur;:i!'Y A_.nv or[".:. :::i.~0rr:;;1.rl 11nde"' 'C';;::.de"':::: 1 Ordi:.,..s s,:~ould rer-"'""S"'""t t:..."" :-:::.5··i·s cf a 

- w... ~w.. ~ •• ,;,;:· • ·~· 1 '-'" c.~-'i'•'-'..J. _.. I l. v •~< '"'' (1 ;-''"' ""'· ··~ • ..,. \.- ~ 

PJ, alterna:;ve approach r.::: g-:t che sar:1e results is the use of n1llk fL~cres ~ri::es. are 
a:-gur.ie:its to support t'.1-: : 

vall!e of1nil~, not the products cf mi):: an: .e:- ingredlents. 

2. fu(l.:res markets c.;e ~J1~1petitivt .. A..nyone and everyone can choose ~o Dey or sell rr.ilk on 
" t k b · I · I · t' " I ·1·· ' .......... :> ,i.,o ' J!l. 1;e Qs ru 1.2~es mar ·e:s ~st: on 11s or 1er percept:on o i .. e va 1.2e rr.1 ~- ,..._"''"' "'" a,,, v, 

rr.ilk is !Jn:c:-. :r~.:i ~uy fut:Jres and proS~..fron1 i~ ift0e is cJr:-ect. .~.yone 
\vho be:'.eves d~::.r is cver\·::i.lued C8.:i se!1 fut~r.es and pr.J:i( ftJ1":1 i: ::~:h'.s bel:ef is 
c8rrecL Bcye:·s o:.: s.;!!e~s ot" 1~1ilk futu:-es \.vill purs:..;e suc:-1 ~;of:cs, a:.:. ::i :~1e process, 

cc11~µetitive e::jL:ilibriu;~1 

3 f:Jtures :-nark:e~ pr<:~;; a1Jt·J1;1a.ti::ally and sirr.uttc.neousiy ra~e ::--,t;) ace::;._.::;: _;L:C:grr.e:1:s 
abcu: the s;_ip;.::ly c:' :-.~i:,, the de:~~2nd f0:- n1ii:.-:. the co:-npo;;ition m~:~:. ~'.;c costs o:~ 

,,., .-. ,... " 
i" '"' ..... 

F:om all :hese 
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4 The:-e is no neeC :0 estim1te or cJ.lcul:::..:e a:! the forces emboC:ec int~~ p~ice ofrnilk arjd 
thc;-1 express the:7, i:-. c. produc: fo;-:-:-1:...:li ;::-:;::~. -~~ a~y polnt in time SDl7'1e or ail of the 
.::')_ • .....,_,.., ;n .. h"' .('A_,,.? •.. ::i c'e or• rr'~" ~i-:ir 1 -..::.r On'~;t:r-..n" ".l-.-l .·...,::. ;o ' ·~.::. . ·11 ~..,.\,lv, ::.i "'' l .., J.Uf1r•-·- ·"Ll p,;.;,. , 1 vr.1 11..:.. ·"'-"'~ C .,_;1.tw 1.::>, "-"'-' ~ .. ;,, ~ rrTtUJa plh •. .., Vr1 

be wror.g. 

5. Futures markets p10·.-ide a measure ot:7tiik.Prices ir. advance. For exa:11p!e. milk that 
'.vii: be produce:'. o::.j dd!vered in the r;-,onth of Augus:, Oc:ober anc December, 1996 
~nd February, Ap< c~.d fone 9!97 is be,:-ig bought and sold tccay. Ee:e is a price at 
\Vhich anvone ca~ '.::1,;·; o:- sell Alll:!t.:5t (or anv other ~J~ures contra::: r.:0;::h'; rr,i\k toda.v. 

;' . ~ \ ~ , 

It is doubt5.:I thar futures c:zd:e'. pr'ces car. b~ ·..:sed ct:rect:y as tl'.e basic for:;-;t:!a pri:e. We have 
e 0 , L • e,.;:.:. ... ~ ~,..,, 1"-"'·'· .:..,,,. l 1""" 1 e'·~e"'·4 -:....;;:,. "mo t -:a· to G-'r0 d0 ·' ,.,r,.,,.;, ..... .:;i. ... - : ... the Ti... r n ug1; ex;; !1'4:11,.,..., Lv ........... .) .• . 1 • .::.L 1 .... ; .".\,. ,,,,.._;. ~··- .:.1 un p,;.1 .... ",""'\I"•,) __ ....... ,;;, ... j vr1pe 
:viidv·..:es:. They represc.-.~ ~: ... : v2.iue of rnitk so;c. in Sou:r.e:-n \\::sconstn end Non:hem 
i:llriois, so they take ~ntc ?:·::::;u;1c the price pc.~C to farmers, tt-'.e cost ofproc·...::-'.:ig 2.~1C asserr,bling 
~h~ "i'· ".lr"·-: t°'" O"''Q .... ~·-:~.. JI·-- .... ,...,t ~~·""'- ;.::...,,....., .[,,""' ·.~,...,t "'·'"" ~.l.."\.~ i;.;. .. -. .t-_. r-;... 1·-•···: ! ::;!-'..., :::.c..""::::. ~.U1,, 1.L1...., p;i.u1~. 

S - ' o :ar, on:y 
'"hr"".::. ~.~p .. ,,.- ""'nt ... -:if'"'t"' ~ ..... ,:). .-1"~· '"""d ,.,..... i\'-" • .... ~, . .,,, tJC ]1't•l.:i. "'"'""'"',...;.,...,_"" -o ::i~-· .... ~.,,:,, e--·1,.....,~·:::. th 0 ~1\,.,.,,. ~""'-1 .... ~ 1,,l.1 ,, • .,..,~:::;, 1.C.··w 11,:;:.l:..L,.., ~1.; ~• ..... ,c;., . ., • l ..... .,_.,··;>""'1-...11... ...... ...,'..,..., ..... .:...~..,.} ::;.~ 11 • .:..~ .... .., 

basis. I-':0\VC'1er, by the .e c. :1e"v basic fo;i-:1Ul2. price is e.do0ted, v:,;; \V'.'.! :::.';~five times the 
experience 1.ve have toCa~:. I: :s likely t:1at c.:. :~~at time i.,ve car, forecas~ the bas'.s '.Vi~~ reaso;rabie 
accuracy. 

To make the 5-:tures pr!c:: ·~;:;.bie as a basic fo=ulc. price, it will be necessar:· :c decuct the Gpper 
?vf:d1,..vest basis .• A..s \.Vith · d\e··competitive ... \/3 pr:ce su:--..:ey, it also ·vvou:C be \vise to deduct a 
:: -"" .. i:;;. """""' w: '· •· :,.,:, - (;>!'":: • --;::.. ... ;::;, ..... · ~ f~ .. J·t, ~;~:.-. .... ,..,,.1" I ~ 0 ~a .... L::)r ,._p1._:;ie:l .. flg t."IC "2.1_...,. Ct p ...... ~Or1r,a:1 1 ......... pi '"'"dUn.S vr quc.. I)', C01":'1pO:;i1., ..... , 2.11w. v0 U .. 1,,.. 

T ,.,..., 1 ..... :.,.'°' s,~ r,:..- .-,-:-..::.- .. ..., ,, ~ :::i ''n .. : C' r t~ ' <=> •: ,,,!> 'c,..., ... ,.....::1. -· " o sur11IT.c:: .... ..,1 1 .... Lu .... :-1 r-i.-. ... ::i ie . ..,re:::ic:n~ .. Si...~e .• cr ~0.1.1 o pr1c .... OiSC·J ..... r-:.r lv, , .. , ...... lne} 

reoresenr tf".at broadest b;;sc CC!Ti:Jetltive ir.:":::-es: anC l:tfo:rn:::tior., the•/ 2.:-e s~;-:-:olc to acauire, 
' . ~ ' ' 

1t..~,.· a-e 2.C"'' 1 ra~e and .. c.."", .~'"'. -:i· ""'"•"'!i.:; .... c. .... ..," .. "",..·1r·ica; 1·ud<"'",....,.1enrs ahcur s:ir.:..,i.;..;: sc~·pv llvM"' I 1,.,_,., \. l l.L.I.) '-"' 1. , 1 '-~: I~ v i,'l.1.:1 L,.,.-.., I • ,::1. I, l, • - ••;-'"'~> , V-..., 

c.cc::;racy, yi.::!ds, cor:lpos:~: .. ::-:--:, producr prices or p:-ocessing costs 

\\'e urg·~ your cz;nside:·-;::::.:;:', J~·us:~g eit~er t:-.e :o:npeti~i"..:e . .\13 survey pr:::e, .:;~ :~c 5 .. ll:1..::es price 
f~.r the basi~ fcrrr.ula pr'.::;; i:-: cor.scl!date::i Fe:=:e:-al :V-Iil'.~: 01d;:;:rs 


