To the Members of Congress 
My name is Ken Olds and I have been a lender for over 30 years.  I am in charge of a bank branch which supplies and supports the credit needs of dairies and dairy families within our community.  Of our branch’s loan volume, approximately 90% is in dairy financing.  I believe we have some of the financially strongest, best and most efficient dairies in the area.

I am not writing to tell you what needs to be done or how the mechanism that determines producer pricing of milk needs to be changed as these are areas well outside of my area of expertise.  What I believe I can give you is a sense of the urgency with which you need to react to the current devastating economic condition facing dairy producers.
I am sure you realize the dairy industry is a multi-billion dollar industry for the State of California and U.S. economy in general.  Losses which have been sustained by dairymen over the last 12 months have not only had an affect on their operations but equally on all areas of business, large and small within California and U.S. dairy communities.

I understand that you, as representatives of all people and all businesses, must listen to and determine what is best for all.  I have been told that many processors and sellers of milk and milk products have made some of the largest profits in their company’s histories, so I can understand why they do not want to see any changes within the current system.  It does however, seem curious that while these businesses are profiting, dairy producers continue to sustain losses and are on the verge of collapse.  This being the case then, it is logical to see that there are inequities in the current pricing system between those who provide the product and those who sell the product.

It is quite baffling to me to understand why there has been little to no effect on dairy producer milk prices with the number of animals removed from production thru the CWT program and Processor Base Production Limits which were placed on producers.  It is further baffling to me how producer prices could continue to be depressed while consumer milk prices continue their highs and processors are now short of milk to fill forward contracts. 

Losses sustained by dairy producers are unprecedented and they can not continue.  Dairy animal values have declined by over 50%, which means that dairy producer equity has been eroded by a like amount and when coupled with continuous monthly losses sustained within their business over the past 12 months (with no, and I mean no real sense of where producer prices will be in the next 12 months), the dairy businesses within California are doomed unless there is some type of immediate intervention.
Continued losses which are currently being seen within the dairy community cannot continue or we will see the worst mass exodus, whether voluntary or forced, of a single industry that this country has experienced in its existence.  This, I’m sure you understand, will have a trickle down affect further depressing our entire economy and its recovery.  

Lenders cannot continue to loan into an industry that shows no signs of recovery.  Lenders cannot continue to loan to businesses that do not show signs of profitability. 
Lenders cannot continue to loan to businesses that have little or no equity remaining. 
We are there now!

I urge you to immediately implement a policy that will provide for producer profits for a specific period of time.   This will allow the industry as a whole to prepare and present a feasible and equitable plan that will stabilize the price of milk and milk products on a go forward basis while providing a sufficient living for dairy families.

Thank you for your consideration concerning this matter.

Sincerely,

Ken Olds

Senior Vice President
