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Senators

My name is Lloyd Hames. I have been a Sitka residsnt for almost 
38 years. I have grocery stores in Sitka and Ketchikan. My 
life work in Alaskt has been in the retail grocery field.

I remember the cays all to well, the bulk shipments of the 
A laska Steamship period v/hen dry groceries were stowed in one 
huge hole of the ship and handled one piece at a time. Today 
one 40 foot van can hold 50,000 pounds net cargo, shipper loaded, 
under ideal loading c o n d i t i o n s . From refrigerated warehouse 
directly into refrigerated vans. This is progress, and results 
in money savings to the A l a s k a  customer. Milk is no longer in 
just a chill van, it is te mperature set.usually 29 to 33 degrees.
I was the first A l a skan Grocer to ship by surface freight, fresh 
milk and dairy products, Beef, Poultry and Pork. the trip to 
Sitka from Seattle would take seven days, or sometimes longer, 
with todays faster surface, g r ea tly improved refrigerator), time 
in transportation is

As this is a hearing on Senate Bill #105, I will confine 
my remarks tc this subject and area.

In rny 37 years in the grocery retail fieid, I have not had 
a customer get sick, hospitalized, or a death from consuming fresh 
m i l k  with out the known pr ocessed date.

The little dairy in Sitka, 195^1 could only deliver me 12 
quarts of milk a day. Sitka's population was 2,800 at -he time. 
Was Sitka to go without the much needed health food. Wo, And 
I did so mething about it. The transition was a burden, cumbersome, 
costly and extremely frustrating. Today we can keep fresh milk 
for 21 days, and longer at times, without detecting  a sour or 
spoiled taste. How can this happen? Because we disply our milk 
at 29 to 31 degrees, there are very few home refrigerators that 
cool below 45 degrees. When milk reaches 50 degrees the bacteria 
count doubles every hour. If it is left on the table, at room 
temperature, through the meal, and not put in the refrigerator 
promptly the temperature of tne product can climb to 60 degrees.
No milk will stand up u nder those conditions, regardless of the 
m a n ufactur ed date.

Seriate Bill #105 or H B  #26 will not Improve the chemistry
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of the fresh milk if not handled properly at the residence. 
Legislature is trying to force the Alaska milk onto the Consumer.

In complying with the intent of the Bill, it will only add 
to confussion on the Consumer part. I have picked off the shelf, 
at Sitka Sea mart, 30 items that show the industry trend. Any 
diviation from the norm can only add to the cost of the product 
to the Consumer. These items have p r i n t i n g  on them that says 
"before this date," or for best results use beforethis date, or 
just a date. No place does it have when the m a n u f a c t u r e d  or 
processed date. There is one exception, and it was the only item 
I found in the store last night. We sell very, very little of 
the product. The Industry is educated to a pull date, not a 
processed or m a nufa ctured date. The Consumers are so trained by 
advertising. I will read several of these products, and their 
d a t e s .

About 4 or 5 years ago, there was an Alaskan Law that said 
bread had to be sold by the pound, pound and a half, and two 
pounds. Alaska  was out of step with industry. The Seattle Bakeries 
had to run special '.rders for Alaska, at a increased price. Because 
of special non-co nforming weights, special containers, and of 
course, special handling. After many years, and much hard work, 
Alaska..changed the law, so we now can follow the industry at no 
additional cost to the Consumer, for the special handling.

This milk bill requires the same attention, by the supplier, 
and would increase cost. I ndustry may not be able to place all 
the wordin g on the carton in a "conspicuous place." No state, 
to my Knowledge, requires a manu factured date, it is all pull dates.

This bill is detrimental, costly and contrary to industry 
standards, and serves only one purpose, and that is to try and 
keep the state in the extremely costly Dairy burden, by forced 
legislation.

I will quote a  few concerned paragraphs from Terry Martins 
letter sent to Governor Bill Shef field on December 23, 1985* I 
am quite sure that the same situation is true today.

1. ^Over the past two months I have become very concerned aoout 
the State's relationship with the M a t a nus ka Maid Dairy and our 
liability risk with what seems to be a major failure in managing  
this private enterprise institution. It appears that by gaining 
title to this business through loan default, vie have inherited
a financial disaster in the m a k i n g  by becomi ng responsible for 
its survival j1

2. ^There seems to be a major problem with your appointed Director 
of the Dairy - I4r. John Sewell. Although he may have been a
good oil executive, he does not qualify to manage a dairy because 
of the unique expertise needed to insure that the vital ftod 
product gets to the consum er and that business Increases to pay 
debts and wages.
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3 . ’From what I have learned, this dairy has really been losing 
sales and contracts because of poor policy decisions. h
4. ^ I  strongly urge you to look into the effect of s e l ling milk 
to distributors rather than direct service to customers.r

5. •'Because of the policy decision to allo w credit rather than 
cash purchase, which was the previous policy, this dairy has 
suffered major losses."

6. ''Because of this, and other policy decisions, Mat. Maid no 
longer produces ice cream or cottage c h eese .1’

7. ^Considering the millions of dollars the State has invested 
in this industry over the past three years, it is imperative, 
Governor, that the Departme nt of Natuaral Resources evaluate 
this most essential part of the whole industry's survival.*'

8. ''Dumping excess milk into the local sewage system. Invoices, 
if available, on intake of daily milk compared to product o u t­
put should show the degree of waste. Supposedly 4,200 gallons 
of milk was d’̂p ^ d  through the sewer system on Tuesday, D e c ember 
l7 th "

9. •'pre-dating and p o s t - d a t i n g  products (e.g. buttermilk) on 
the package. It was related to me that the previous Alaskan 
m a nager was fired because he refused to lie on dates printed on 
the carton;"

10.' State health inspectors c a l ling in advance to give employees 
and the new manager time to cleanup before their arrival. The 
m ilitary inspectors are consid ered very good on inspection."

' C l liU  I j 1 1 C V CI1 i lu  J. 1 w ilCoC uX X C gU  wXUliO Cll C O X UC  ̂ X iUCUdO

lay old milk from Seattle or Tacoma. I strongly support * '

1 1 . 'Governor, if even half of these allegati ons are true, it means 
we have 
Not too
three day old milk from Seattle or Tacoma. I strongly suppor 
a dairy industry in Alaska but we must now look at a l ternative 
solutions to the m aking and selli ng of our dairy products to the 
consumer/'

12.^May I suggest that y o u  request C o m mission er Wunnicke to look 
into p l aci ng Mat. Maid in the hands of professional private 
ownership who can o p e r a t e  the business with experts who know the 
dairy business."

The State can not be supplied by the local Dairy Farmer. The 
State cost involvement is prohibative when it has to compete with 
the free E n terprise system. No Governme nt or State Agency has 
the knowledge or amb ition to stretch the dollar.to its limits in 
supplying products to the consumer, more^iKSn S M g h l y  p arrishabl e 
product such a3 milk and its by products.

Why should the State use the peoples money to subsidize this 
industry?? The whole State involvement in the milk industry is 
wrong.



-4-

The September 30, 1980 study done by the Agriculture 
Experiment S t a t i o n  of the Univers ity of Alaska, about the Potential 
Milk Production  in the Point Mack enzie area of South Central 
Alaska, has not be en used.

A laska Dairies can not supply the milk products for the 
populas. It is extimated that the A l aska D airy Farmers can only 
produce 25 per cent of the required milk ne^de^ by ^he State.

Why is the State in the -iilk business? By doing so it can 
only a ccomplish one thing, and that is to "drive the price of 
milk up for the Consumer."

The State involvement can only follow the trail laid out so 
vividly by the barley growers of Alaska. How much has the State 
of Alaska lost on this venture?

Senate Bill #105 and the State involvement with milk seems 
to be fa llowing the road of disaster of legislation, and miss 
m a n a g e m e n t .

Do not force this cumbersome bill down our throats. It has 
a sour taste before it gets to my lips.
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G o v e r n o r  B i l l  S h e f f i e l d  
S t a t e  C a p i t o l  B u i l d i n g  
Ma i l  S t o p  0101 - Pouch A 
J u n e a u ,  AK 99801

Dea r  G o v e r n o r :

Ove r  t h e  o a s t  two mon t h s  I h a v e  b ecome  v e r y  c o n c e r n e d  a b o u t  t h e  S t a t e ' s 
r e l a t i o n s h i p  w i t n  t h e  .Xa t anu ska  Maid  D a i r y  a n d  o u r  l i a b i l i t y r i s k  w i t n _  wh a t  
s eems t o  b e  a m a i o r  f a i l u r e  i n  m a n a g i n g  t h i s  p r i v a t e  e n t e r p r i s e  i n s t i t u t i o n . 
I t  a p p e a r s  t h a t  bv n a m i n g  t i t l e  t o  t h i s  b u s i n e s s  t h r o u c n  l o a n d e f a u l t .  _ we
h a v e  i n n e r i t e o  a f i n a n c i a l  d i s a s t e r  i n  t h e  m a k i n g  bv  b e c omi ng  r e s p o n s i b l e  f o r
i t s  s u r v i v a l .

Th e r e  a r e  many q u e s t i o n s  I w i l l  p o s e  f o r  y o u r  c o n s i d e r a t i o n  t h a t  demand  
y o u r  i m m e d i a t e  a t t e n t i o n .  F i r s t ,  wh a t  i s  t h e  s t a t u s  o f  t h e  c u r r e n t  e m p l o y e e s ?  
B e c a u s e  o f  m i sman a g emen t  o f  c a s h  f l o w ,  e m p l o y e e s  h a v e  b e e n  d e n i e d  f u l l  c omp e n ­
s a t i o n  f o r  t h e i r  h o u r s  o f  l a o o r .  At  p r e s e n t  t h e r e  i s  o v e r  560,U00 i n  b a c k  
wag e s  d u e ,  r a n g i n g  f r om 51,200 t o  517,000.  I s  t h e  S t a t e  o f  A l a s k a  now r e s p o n ­
s i b l e  f o r  t h i s  d e f i c i t  a n d  a r e  t h e s e  p e o p l e  now c o n s i d e r e d  S t a t e  e mp l o y e e s?

Th e r e  s e ems  t o  b e  a m a i o r  p r o b l e m  w i t h  y o u r  a p p o i n t e d  O i r e c t o r  of _ t h e
D a i r y  - Mr .  J o h n  S e w e l l .  A l t h o u g h  h e  may h a v e  b e e n  a g ood  o i l  e x e c u t f v e ,  he
d o e s  n o t  q u a l i f y  t o  manage  a d a i r y  b e c a u s e  o t  ~tfre u n i q u e e x p e r t T S e  h~d~e?ed t C
i n s u r e  t h a t  t h e  v i t a l  f o o d  p r o d u c t  g e t s  t o  t h e  c o n s u m e r  and  t h a t  b u s i n e s s  

. i j ^ r e a s e s  ..t o  pay  wa g e s .

_ F r c m _ w h a s  I h a v e  l e a r n e d ,  t h i s  d a i r y  h a s  r e a l l y  b e e n  1 o s i n g  s a l e s  j n d
c o n t r a c t s  b e c a u s e  o f  p o o r  p o l i c y  d e c i  i o n s .  F o r  e x a m p l e ,  t h e r e  a r e  now no 
S t a t e  c o n t r a c t s  a nd  e m p h a s i s  i s  d e l i b e r a t e l y  c e n t e r e d  on  s e r v i c e  t o  t h e  
A n c h o r a g e  a r e a  o n l y .  A p r i v a t e  a u d i t  s h o u l d  b e  d o n e  t o  e v a l u a t e  wha t  h a s  
t a k e n  p l a c e  o v e r  t h e  l a s t  18 m o n t h s .

i —I—Strongly—ucge—you—to—look__LnLo. the effect_af_S£HiQg_jaU*L—to.
- d i s t r i b u t o r s  r a t h e r  t h a n  d i r e c t  s e r v i c e  t o  c u s t o m e r s ,  f o r  i n s t a n c e ,  C a r n a t i o n
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o f  K e n a i - O i s t r i b u t o r  P e t e r k i n  g e t s  h i s  m i l k  f~om H a t .  Maid  o n l y  t o  s e l l  t o  t h e  
S t a t e .  R e c e n t l y  Mr.  Day t o n  P r i n c e  - own e r  o f  P r i n c e ,  I n c .  o f  F a i r b a n k s  - 
b o u g h t  t h e  d i s t r i b u t o r s h i p  o f  Mr .  B i l l  J a c k s o n ,  a Kena i  d i s t r i b u t o r  . I t  h a s  
come t o  my a t t e n t i o n  t h a t  Mr.  S ewe l l  f o r g a v e  a d e b t  o f  Mr .  J a c k s o n  o f  c l o s e  t o  
3100,000 i n  t h e  t r a n s a c t i o n .  S i n c e  v e r y  l i t t l e  m i l k  i s  s o l d  t o  F a i r b a n k s ,  one  
wo nd e r s  wh a t  was  t h e  a d v a n t a g e  t o  Ma t .  Ma i d .  I t  i s  a l s o  r e p o r t e d  t h a t  d i s t r i ­
b u t o r s  i n  F a i r b a n k s  a r e  n o t  p a y i n g  t h e i r  d e b t s .

Be c a u s e  o f  t h e  p o l i c y  d e c i s i o n  t o  a l l o w  c r e d i t  r a t h e r  t h a n  c a s h  p u r c h a s e .  
w h i c h  was  t h e  p r e v i o u s  p o l i c y , t h i s  d a i r y  h a s  s u f f e r e d  m a j o r  l o s s e s .  When
P r c c t o r s  we n t  b a n k r u p t  i t  i s  r e p o r t e d  t h a t  t h e y  owed S85.000 t o  Ma t .  Ma i d .
When Time S a v e r s  wen t  b a n k r u p t  t h e y  owed c l o s e  t o  S I 30 , COO t o  Ma t .  Ma i d .  No 
wond e r  t h e r e  i s  no c a s h  f l o w  t o  pay  e m p l o y e e s .  A m a j o r  s o u r c e  o f  c a s h  s a l e s  
u s e d  t o  be  l o c a l  r e s t a u r a n t s  a nd  now a l l  r e s t a u r a n t  B u s i n e s s  h a s  b e e n  s t o p p e d .  
Why?

You h a v e  b e e n  i n  t h e  f o r e f r o n t  i n  a d v o c a t i n g  A l a s k a  l o c a l  h i r e .  Howeve r ,  
you i  a p p o . n t e d  ma n a g e r  h a s  n o t  r e c e i v e d  t h e  w o r d .  A l l ow  me t o  b r i n g  t o  y o u r
a t t e n t i o n  t h e  t h r e e  l a t e s t  h i r e s  a t  Ma t .  M a i d .  The new d o c k  f o r e m a n ,  Mr .
S t e v e  Bevene  (who d o e s  n o t  knew t h e  c i t y  s t r e e t s ) ,  b e g a n  h i s  emp l o ymen t  on
S e p t e m b e r  4, 1985. He h a l e s  f r om S e a t t l e ,  W a s h i n g t o n  a nd  a s  o f  t o d a y
(December  23. 1935) s t i l l  c a r r i e s  W a s h i n g t o n  s t a t e  l i c e n s e  p l a t e s  nn h i s  w h i t e  
and  g r e e n  I n t e r n a t i o n a l  S c o u t  v e h i c l e .  Some l o n g t i m e  A n c n o r a g i t e s  who we r e  
q u a l i f i e d  f o r  t h e  p o s i t i o n  w e r e  n o t  n o t i f i e d  a b o u t  t h e  o p e n i n g .  A new s a l e s ­
woman,  D e l e n e  C u r c y ,  was  h i r e d  f r o m  Or egon  on J u l y  1, 1985. And t h e  new p l a n t  
m a n a g e r ,  Mr.  J o e  Van T r e y ,  was  h i r e d  f r o m  M i s s o u r i  on Mar ch  1 w i t h  t h e  S t a t e
p a y i n g  mov i n g  e x p e n s e s  a nd  o n e  y e a r 1'’ r e n t  f o r  h o u s i n g .  I t  i s  r e p o r t e d  t h a t
Mr .  Van T r e y  h ad  v e r y  l i m i t e d  e x p e r i e n c e  i n  t h e  d a i r y  i n d u s t r y  w i t h  a c a n n e d  
m i l k  c ompany .

B e c a u s e  o f  t h i s ,  a nd  o t h e r  p o l i c y  d e c i s i o n s ,  Mat .  Ma j c ^ n o  l o n g e r  p r o d u c e s  
I c e  c r e am  o r  c o t t a g e  c h e e s e .  The 1 a t t e r ~ i s  b o u g h t  f r o m  D a r i - G o l d * f o r  d i s t r i ­
b u t i o n .  C e r t a i n l y  we h a d  a nd  s t i l l  h a v e  l o c a l  q u a l i f i e d  p e o p l e  l i v i n g  i n  
A n c h o r a g e  a nd  P a l m e r  w i t h  f a r  mo r e  e x t e n s i l e  e x p e r i e n c e  a nd  e d u c a t i o n  i n  t h e s e  
p r o f e s s i o n a l  f i e l d s  .who c o u l d  make  t h e  d a i r y  a s u c c e s s .

. .  C o n s i d e r i n g  t h e ,  m i l l i o n s  o f  d o l l a r s  t h e  S t a t e  h a s  i n v e s t e d  i n  t h i s
J n d u s t r y  o v e r  t h e  c a s t  t h r e e  v e a r s .  i t  i s  i m p e r a t i v e ,  G o v e r n o r ,  t h a t  t h e  
Oe u a r t m e n t  * f  N a t u r a l  R e s o u r c e s  e v a l u a t e  t m s  m o s t  e s s e n t i a l  p a r t  o f  t h e  who 1 e  

. I n d u s t r y ’ s  s u r v i v a l .

O t h e r  m a j o r  a l l e g e d  p r o b l e m s  t h a t  s h o u l d  b e  e x a m i n e d  a r e :

1• . Dumping e x c e s s  m i l k  i n t o  t h e  l o c a l  s e w a g e  s y s t e m .  I n v o i c e s , 1f
a v a i l a b l e .  Q n _ L m a k e_Qf.  d a i l y  m i l k c o m p a r e d  t o  p r o d u c t  o u t p u t  s h o u l d  sj iow t h e

j g e g r e e  o f  w a s t e .  . S u o o o ' e d l v  4.200 g a l l o n s  o f  m i l k  was  dumped thr~ouqh~~~the 
— S e h i i P j l t f e p i  o n T u e s d a y .  De c embe r  17 t h ;
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2. P r e - d a t i n g and  p o s t - d a t i n g  p r o d u c t s  ( e . g .  b u t t e r m i l k )  on  t h e  
p a c k a g e .  I t  was  r e l a t e d  t o  me t h a t  t h e  p r e v i o u s  A l a s k a n  mana g e r  was  f i r e d

. b e c a u s e  h e  r e f u s e d  t o  l i e  on d a t e s  p r i n t e d  on  t h e  c a r t o n ;

3. S t a t e  h e a l t h  i n s p e c t o r s  c a l l i n g  i n  a d v a n c e  t o  g i v e  _ amp1c y e e s
, a nd  t h e  new m a n a g e r  t i m e  t o  c l e a n  up  b e f o r e  t h e i r  a r r i v a l .   The m i H t a r y
. J n s p e c t o r s  a r e  c o n s i d e r e d  v e r y  good  on i n s p e c t i o n .

G o v e r n o r ,  i f  e v e n  h a 1 f  o f  t h e s e  a n e g a t i o n s  a r e  t  r u^  i t  mea n s  we h av e
ma . i o r  p r o b l e m s  i n  t h e  S t a t e ' s  own e r s h i p  o f  t h i s  d a i r y .  I t  i s  e x t r e m e l y  
i m p o r t a n t  t h a t  M a t a n u s k a  Maid D a i r y  s u c c e e d .  Not  t o o  l o n g  a oo .  DNR made  a
p u b l i c  s t a t e m e n t  t h a t  by 1990 t h e  S t a t e  s h o u l d  b e  s u p p l y i n g  75% o f  i t s  f l u i d _
m i l k  n e e d ,  r a t h e r  t h a n  s h i p p i n g  t h r e e  d a y  o l d  m i l k  f r o m  S e a t t l e  o r  Ta co m a . _  I 
s t r o n g l y  s u p p o r t  a d a i r y  i n d u s t r y  i n  A l a s k a  b u t  we mu s t  n ow l o o k a t  
a l t e r n a t i v e  s o l u t i o n s  t o  t h e  ma k i n g  a n d  s e l l i n g  o f  o u r  d a i r y  p r o d u c t s  t o  t h e  
c o n s ume r .

-Mav I s u g g e s t  t h a t  y o u  r e g u e s t  Commi s s i o n e r  Wunn i c k e  t o  l o o k  i n t o  p l a c i n g  
Ma t .  Maid i n  t h e  h a n d s  o f  p r o f e s s i o n a l  p r i v a t e '  o w n e r s h i p  who c a n  o p e r a t e  t h e

I  b u s i n e s s  w i t h  e x p e r t s  who know t h e  d a i r y  b u s i r . e  s sT -

Very t r u l y  y o u r s .

T e r r y  M a r t i n  

lmg
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CIIAPTKU I

I N T R O D U C T I O N

Point MacKen/.ic is an area northwest of Anchor* 
ago directly across the K m k  A r m  of Cook Inlet (Figure 

I). This area contains a substantial amount of latent 

agricultural,land and discussion regarding its potential 
has been going on tor some time. ! he catalyst which 

activated the recent planning process directed at Point 
MacKcn/.ie was concern over potential loss of the 

southcentral Alaska dairy industry expressed on May 
4, 1979, in a letter from Jack Flint, (icneral Manager, 

Mat.muska Maid, Inc., to Governor Jay Hammond: 

‘‘It is m y  opinion that if we do not take immediate 
steps to stabilize this important phase of agriculture, 

[the dairy industry| will pass from the scene. I think 
that if it should occur, it would he a serious blow to 
the State of Alaska, economically and sociallv. I 
believe we should also realize that if the dairy indus­
try should cease to exist within the state, it is going 

• to be very difficult to re-establish it.”
Mr. Flint’s letter and corresponding action by 

the Matanuska-Susitna Borough have directed planning 
processes of the State of Alaska toward Point Mac­
kenzie. I he Alaska Agricultural Action Council, 

created by the 1979 state legislature to plan, recom­
mend. and administer agricultural development pro­
jects on state lands in Alaska, held a meeting in the 

Matanuska Valley in September, 1979, and determined 
that an economic feasibility studv, directed toward 
daiiy production, should be undertaken for the Point 

Mackenzie area, This report is tlj.it feasibility study.

. s .

4.

In order to perform the analysis, certain general 

assumptions are made. These include:

1. Sufficient state land is available in the Point 

Mackenzie area for a dairy farm develop­
ment project.

2. Land price is S100 per acre with a $50 home­

stead credit making the effective price $50 

per acre to the farmers.

I ami-clearing costs are $220 per acre for 
project farms.

I he dairy farms will he designed for forage 

production in the form of silage and luylage, 

concentrate, hay, and straw requirements 
will be met by off-farm purchases.

Private slaughter facilities are currently avail­
able in the Matanuska Valley to handle cull 
cows and calves from project lands 

Fdectrieal power hook-up will be provided 
each farm.

7. Roads to each farm will he constructed.
I he land price of $100 per acre for purchase of 

agricultural rights only is set hy the Alaska Land 

Statutes. Section 38.05. It is an average price and 
may vary depending on soil type and timber on the 
property. The homestead credit, repealed in 1979, 

will be reinstated in 1980. The land-clearing costs 

were Imed on a S165-per-acrc cost in 1979 in interior 
Alaska. An additional 15 per cent was added to bring 

thenj to 1980 costs | lie heavier timber cover will 

probably require more machine time estimated at 
S 30 per tere.

rt.

1



C H A P T E R  2 

F A R M  E C O N O M I C S

The total capital investment cost for the physical 

facilities used in the simulated dairies is estimated for 
four sizes of farms milking 50. 75. 100, and 150 

cows. These are the numbers of cows milked daily. 
Because cows are dry for two months each year, 

herds actually total 60, 90, 120. and 180 cows, 

respectively. Total farm budgets for these dairy herds 
are also provided, followed by a suggested plan for 

bringing new dairy farms into full production and a 
cash flow analysis for these farms during their first 

three years of operation.

Capital Costs for Four Dairy Sizes

Capital costs are determined using examples 
from existing dairy farms in Alaska’s Matanuska 

Valley, Minnesota, and. Wisconsin. It is assumed that 

the 50- and 75-milking-eow herds will be housed in 

stanchion barns. As milking herd size increases to 100 

and 150 cows, the less labor-intensive, free-stall barn 

design is used. Milking in the stanchion barns is 
accomplished with a pipeline system while a milking 
parlor is used in the frcc-stall system. Ail barns are 
controlled-environment facilities. Housing lor replace­
ment heifers and dry cows is assumed to be in an 

uncontrolled-environmcnt or “cold” facility. Silage, 
haylagc, and/or hay is fed yc.iT-round. Feeding is 
automated, using auger load-out into feed ..livers and 
either feed carts or augers to move the feed into feed 
hunks.

Costs of buildings and silos are estimated on a 
per-square toot basis. I; is possible that the larger 

structures could be built at less cost per square foot 
as there is not twice as much material in a lob-cow 
barn as there is in a 50-cow barn. If several structures 
are under construction at once, there mav also be a 

savings. These two considerations arc not used in the 

calculations here. An average cost lor all size struc­

tures is applied. Deviations front this average, relevant 

t<» specific cases, will become evident as construction 
begins Economies of size are recognized in feed and

milk-handling equipment. For example, feed load-out 
service for 100 cows is also adequate for 150 cows.

Trade-offs are made between labor and technol­

ogy. The technology level in all units is kept in the 

medium range typical of that in existence in the 

majority of dairy farms in the United States. Altcrna- 
tive-cncrgy technology is nor incorporated, although 

such technologies may offer economic opportunities 

in the near future. Individual fa*mers may wish to 
pursue some of the recent developments in this field, 

particularly as technology improves.

Barns and Milking Facilities

Barn and milking facility construction costs arc 

based on a full-truss strucrutc, 4-inch insulation in 

walls and ceiling, and concrete floors and bunks. A  

figure of SI 5/ft.; was estimated from Fairbanks 

construction costs for utility buildings. This figure 

includes the iron work for free stalls and stanchions, 

the heating system, and the electrical work.
Typical layouts for tanchion barns and frcc-stall 

barns are shown in Figme 2. The stanchion barns are 

based on 36 foot barn widths, two rows ot cows 
facing out. Free-stall barns are 78 feet wide with four 

rows of stalls and a certer-fccd bunk. The stanchion 
operations do not require a milking parlor but do 

require a bulk tank for which space is provided. 

Milking is performed in the stalls using individual 
milkers and a pipeline to the milk room. Office space 

and a lavatory area are not included in the barns. 

Frcc-stall barns are provided with a milking parlor 

and an area for holding cows, maternity pens, hospital 
area, office, and lavatories, as well as a milk room.

Interior tcmpcratuics of all barns are kept at a 

minimum of 45 T  throughout the year. Ventilation 
systems for the barns are adequate to move a maxi­

m u m  of 200 cfm of air per 1,000 pounds of animal 

weight in the barns. 3,000 cfm in rite milk house, and 

400 elm per stall in the milking parlor. Heating i* 
accomplished through the ventilation system using
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Tiguie 2: Typical Stanchion Hams. The upper drawing illustrates a typical stanchion barn. The unit shown houses 
60 milking cows. The lower illustration is a 100 cow. frcc-stall facility including a holding area (1IA), maternity 
area (MA). hospital (II). milking parlor (Ml*), milk room (MR), utility’and office area (U. O), and a loading chute 
(I.C). (l-rom: Midwest I’lau Service, Dairy- Housing and Equipment Handbook. Iowa State University, Ames. 1978).
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oil-fired burners. Milking equipment in the stanchion 

barns includes the bulk tank, milking units, pipeline, 

vacuum pump, cooling compressors, anil associated 

plumbing. Milking machines handling 40-50 cows per 

hour arc included as are bulk ranks sized to suit the 
dairy assuming the milk is collected on alternate days. 
The free-stall milking operations are based on six- and 

eight-stall, double herringbone (1)1 III) parlors. All 
other components are the same as in stanchion facili­

ties. Milk-parlor sizes are based on gallons of produc­
tion. Barn- and milking-parlor specifications and costs 

of components are summarized in Table I.

Waste Handling

All farming operations are based on handling 
manure iu the semisolid form. A n  earth-basin slurry 

svstem without a liner, similar to that shown in

figure 3, should be adequate in the Point MacKrnzie 
area. Removal of manure from barns is accomplished 
by barn scrapers dumping into settling pit where 

manure is moved by a piston p u m p  to the earth 

storage basin. Slurry pumps arc used to agitate and 
load manure into tank wagons. Mats ar<- provided in 
all barns for case in stall cleanup.

Milk-house waste is handled us’ng a separate 
leach field for this cost study. Because barn wastes 

are handled as semisolids, milk-house wastes need not 

necessarily have a separate system. In fact, there arc 

indications that problems, such as plugging of the 

ilr.tin field, may occur in colder climates. It is informa­

tive to include the separate system in this report, 

however. Lavatory wastes are diverted into a separate 
septic system at a cost of $3,000 lor each farm unit. 

Table 2 shows the components and component costs 
for farm-waste-disposal systems.

Table I: Barn and Milking facility Specifications

lliirn 1*1 * per (!nw Milk Parlor .Milk Kimni Milking t*.(|inpini'iu Bulk Tank Ventilation

1-At II 11 V 1 A IM A M )  SI/I
50-C..iv Si.inch mil 36'.n 133' '*6 
75-Cmv Si.inchmn 7i»'s200* 96 
lOO-Ctiw I riT-Si.ill 78'\l20‘ '*4 3o‘\**4’ 
150-Coii I rvi-Sl.lll 78'\18tl' *>4 36 \'*o’

20\20‘
20'v2it'

1 L" pipeline 
2" pipeline. 3 units 
6 M  ill 1)1 IP.
8 stall 1)1111

825 gal. 
1,000 gal. 
1.375 gal. 
2,2i)0gal.

133 ft1
200 ft* 
120 ft* 
180 f;3

l.OS'l O P C O M I ’O M  SIS I D U  ! ACII 1 V.II.IIY SI/I. 
50-(!iuv Si.iiiiIh.iii 571,820 — 
75*Ci)W Si..in limn 5108,000 — — 
liiiiCmi l-'ii*i—S1.1II $140.too $5o,7(io 
I 50*5tow Pri-c-Stall .$210,600 - $51,840

$6,11011
$6,000

$30.ooo'
$45,000'*
$65,000
$<>5,000

$10,000 
$10,000 
$15,000 
515,0 *

$7,500 
SI 1,278 
$10,000 
SI 5,000

jy|.ivt's 2lln 1 Ini |«tr 1 .(Mill Ills nt jilim.ll Hn̂ lll.
As ill .ilnivi Iml ,ils4l 1 <jinlli's l!u- mills pjrl.ir js ii.its’.t 111 iisi. 
jNssumts 1 )li|H*liiu tiisl ut Slll.llllil .illtl uni imlkiil|* 111.1, hillcs it n2h,I)IMI 
Assumes .1 pipeline iiist hi SI 5,11(111 ami iliivo 111.Ik nip m .11 limes .11 s 311,111111.

•

Table 2: Waste Disposal Systems for Pour facility Sizes’1

50-Cmv St.iitcliiiin 75-Cmv Si.u k  limn

li . , . . .
lOOCmv I-ree*Siyle 150-Cow I-rcc-Siy lc

Main Cli'.int’i 
Mats
I’ision Pump*
I ii.ul m u  Pump* 
Slum I’uinp'
Pipnii;

Manure System I m.il

l.i’jeh l-’n-M 
Svplu S-.\U-ni 
I .n4, .nut Wagons* 

11)1 \l.

S
• 5,040 
4,020 
8,300 
Lion
5.000
2.000

'34.852

son
1.000 
I.OP*

Si .1.271

$ .936
9.040
5.040 
8,300 
4.100
5.000
2.000 

n42, i i  I (■

1. 198 
toon 

4,ol9 

$50,833

St 1,604 
10,3(10 
7.l7o 
8.300 
4,100
5.0110
2.000 

$48,540

1,5*18
3.000 
0,720

$$‘*.858

$ 11.664 
10.300 
8.058 
8.300 
4,100
5.000
2.000

549,422

('.Ml Ii j i . Ivv IK- It .m .l m i  I . u v m i l v  nt l\ immiiaih I ' * ' rM .n u l r s  |97" W is .m is in  - |-<7? W is i .m sn i k I Jo. I**79 A Ijn I , i • 1979 W m m i i i i i  \ 1.1$ 
l l  i.r i i si/r li i v .  I . in  an H i lit nt I tl nr 2 l l l i l  iV Miit.ii.-i- I ' l t i i l i l  Im l ’ 11.' ,1 n i u l i v  

jl*lltl l|ls 2,1 I I I 1 HI M/i* Jlv nit 1)11 j I i* ’l l  11II lit' ,1,111 ll I ,?,iin u t i l  I l ive I n  ft 1*1
I .ril, i ,i|'.ii ini's in* I 52 0 3 Ait It j nil I' IO III* ti'i|uiii*nii m  411.1 ’43 1 11 w 11I1 j ' Oil |*| (I III' ri*i|uimiH*iit
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figure 3: Manure Storage Basins. T w o  types of manure storage basins. The upper illustration includes a picket gate 
or a plank or concrete wall to facilitate unloading, (from: Midwest flan Service. Dairy Housing and Equipment 
Handbook. Iowa State University, Anus, 1978).



Feed Storage

The Iced components used in rations were 

roughage (including silage or haylage) concentrates, 

and hay. Calf starter will he required for the calving 
operation. To obtain storage facility sizes, it is 
assumed all components will handle a yearly supply. 

This may not be the case with calf starter. However, 
it forms a small portion of the total Iced requirement 
and less than a yearly supply would alter the space 
requirement very little.

Silos
Silos are assumed to be uninsulated. The maxi­

m u m  height of the silos is 60 feet, 10 feet of which is 

unloader space. The silo-loading system uses a 30-111* 

electric motor with blowers for top loading. Top- 

unloading silos load out feed at the silo side into the 

feed room. I bis requires a 20-1II’ electric motor. To 
obtain a capital cost per ftJ, 1979 Wisconsin prices and 

adjusted southcentral Alaska prices arc used. The 
estimated ereeted cost is $2.1 S/ft1 including loading 

and unloading facilities, because of possible problems 

with freezing along silo sides, base diameters are kept 

as large as possible while still maintaining a near 

60-font height, The additional parameter of a load- 

our rate of no less than 6 inches per day is used to 
further alleviate the possible freezing problems. Table 

3 gives silo sizes and capacities and total cost of silage 

storage.

Table 3: Silo Capacities

Facil ity Si/c
Silage
Stored Stlo Size

Number 
ot Silos Tota l Cost

50 (am  Stanch ion I077T 2X\oo' 2 $160,999
75 (low Stanch ion 16221 2K'\60‘ 3 $241,499

K i l l  Cow Free Stall 2I54T 30\(i0’ * 3 S3 16,488
22\4H' 1

150 Cow  Free Stall 323 IT 30\\6o’ 5 5462,051

Table 4 lists storage required and total cost assuming 

only one purchase is made annually. An alternate 

method would he to purchase a pelleted feed several 

times during the year. Less storage space would be 
required in this case.

Table 4: Concentrate Storage

Fac i l i ty  Size
Bushels

Required
Storage

Size Tota l Cost

50 C ow  Stanchion 9,226 10,000 DU S10,000
75 C ow  Stanchion 13,862 15,000 I3U SI 5.000

100 C ow  F'ree Stall 18.434 20.00(1 UU $20,000
150 C ow  F'ree Stall 26,643 30,000 DU 530,000

Starter, I lay, Heading
Storage for calf starter, hay, and bedding is in 

metal, uninsulated buildings with concrete floors. The 
buildings are ventilated through louvres and eaves. 

Current Fairbanks cost estimates indicate that such 

buildings can be constructed for SI 3,000/ft2. Table 5 
gives the amount of feed and bedding stored, building 
size, ’ id cost of construction.

Machinery Storage and Workshop

('.no a'in rote
The concentrate fed w ill probably be purchased 

in bulk. The cost ot construction of a storage area for 
the concentrate is estimated at SI.00 per bushel.

Table 5: Hay, bedding and Starter Storage

The dairy farms will be producing silage and hay- 
lagc. In addition to equipment associated primarily 

with this operation, at least front-end loader storage 

will be required for the dairy. The storrge buildings 
will probably not be heated. Additionally, a heated 

workshop will be necessary for repairs and mainte­
nance. The storage space required per machine includes 
15 per cent space for movement. The workshop size 
is based on the largest piece of equipment on the 
farm and includes a working area of 8 feet on the 
sidewalls and 5 feet at each end. Also included arc a 

grease pit and fuel tanks. Capital cost and construc­
tion for the machinery storage arc the same as those 

for hay and bedding storage. Workshop capital costs 
include a metal building with four inches of insula­

tion and a heating system using oil-burning units. 
Construction costs a estimated at $14.50/ft2. Table 

6 (next page) gives tlu machinery and workshop sizes 
and total costs.

Facili ty  S u e Tota l I lav Total Bedding ’ Total Starter1 Building S i /c Total c*ost
So-Otw Stanch ion 
75-(um Stanch ion 

l o l l  ('ow Free Stall 
150 Cow Free Stall

9,599 U 1 
14.5X7 It ' 
19,053 tt' 
28,507 It1

10.935 ff1 
16,515 ItJ 
2 1.0-15 ItJ

75 ft
109 f i J
l-W» ft i

32.310tt 216 tT

4 0  x 6 0  
5 0  X 7 0  

5 0  x 9 0  
4 0  x SO ♦ 40 x 9 0

531.200 
545,500 ’
558,50(1 i 

S88,400 '
I Hay halt' si/c is 4‘ s 2‘ x J' ami weight is “ l l  pnut l i ls per hale.
Si law  l u l c  si/c is a' * 2' x 2' am i weight is i n  ponm ls  per hale. 
K id  lit. h | ; t  sue , I at approx imate ly 1.1 It, 3. •V

‘I



Table 6: Machinery Storage and Workshop

Facility Size Machinery Workshop Total Cost

50, 75 (low Stanchion 
100. 150 Cow F'ree Stall

40'x6lT
40'x75'

4l>’x46' $57,880 
40’x46' $65,680

Calf, Heifer, and Drv-Cow Mousing

There are controversies concerning the housing 
of calves. Indications arc that calf death rates arc less 

if they are removed to cold housing one day after 

birth. The cold housing recommended is a 4’ x 14’ 

hutch, 4‘ x S' of which is a plywood shed free from 
drafts and bedded with straw, 4' x 6’ being an 

exposed area enclosed in hog wire for feeding. In 
high snow areas, management of the hutches may lie 

difficult. Therefore, an alternative is offered hy 

putting the “hutches” in a cold building. An addi­

tional advantage of this practice is that the 'calf 

housing can lie combined with that for heifers anti 
dry cows in a single building. The major advantages 
of this system is that feeding can he accomplished in 
one building and that manure handling (a straw pack 

removed in spring and periodically throughout the 

summer) is a single operation. The straw pack waste is 
removed to the fields in spring and fall.

Table 7: Calf, Heifer,

I lousing costs arc the same ns those used for hay 

and straw storage plus $ 1.00/ft2 for iron and $2,000 

for all units for plumbing. Space for animals is deter­
mined using standard allotments. Twice the hutch 

area per calf is used to enable hutches to he moved 
before being occupied hy a new calf. Table 7 shows 
space per cow hy age, total number of cows housed, 

total space and total cost.

Feed Handling

Feed handling in stanchion units is accomplished 

hy electric carr although a feed hunk system could 

also he used. Frcc-stall barn feeding is accomplished 

hy angering the fee*! into the feed hunks. Provisions 
have been includ:d for feed mixing at the silo unload 

area. The silos load out into a feed mixer and then 
either into carts or an auger hopper. A  feed mixer is 

provided to keep feed consistency constant if both 

haylagc and silage are fed. Approximate cost is 
$4,000 per silo.

Well

There is limited data to indicate the depth of 
wells required in the Point Mackenzie area. It is 

and Dry-Cow Housing

Space Per dim

I 22 I m<» &
\um!u r ot (!o\vs I loused4

Facility Size 0-2 mo. 2-12 m o . dry cows ’ 0-2 mo. 2-12 mo. 12-24 mo. iliy cows (ft2) Si/c ' S

50-Cow Stanchion 56 fr 25 ft2 1 111 It* 19 19 In 10 3.499 40' x VO' 52,400
75-Cow Stanchion 56 If 25 If 100 it2 28 28 25 15 5.380 5o's 100' 72.000
100-Cow Free Style 56 If 25 If’ 1 lOlf 37 37 32 20 7.037 50's 140“ 100.000
150-Cow Free Style 56 It2 25 ft* n o n 2 55 55 48 30 10.515 60' x 180' 153,200

I Assume* a I 5'V lnv» at tl-3 months, no  losses at 3*1 2 months. I 2"a loss at I 2 2A months ,md a herd replacement ot 25‘\< o l  the total.
Inc ludes 45 tt- o l  resting arc j and r»5 It- of **lot“ area,

1 | \vo 5o k 70* or iwu 60* x VO’ b u i ld u p s  cou ld  he used

Table 8: Total Cipit;. Investment for Four Facility Sizes

Itjrn and Iron 
Ventilation 
Milk Kon m  
Milk Parlor 
Milking F.i|uipiucnt 
Siltis
Manure I kindling 
Concentrate Storage 
I lay ami Kedding Storage 
Machine Storage 
Workshop
( all-and Drv-Cow Homing 
Well
I eed llandlmg Fquipment 

TOT.U.

low Stanchion 75-Cow Stanchion 100-Cow Free Sfull 150-Cmv Free Stall

S 71.820 $108,000 5140,400 S 210.600
7,500 11,278 10,000 15.000
6,000 6,000 N/A N/A
M/A N/A 50.760 51,840

40,00(1 55,000 80,000 80,000
160,99V 241,499 316.9X8 4(»2.501
43.271 50.833 59.858 61,440
10,000 15,000 20,000 30,000
31.200 45.500 58,500 88.4110
31,2110 31,200 39,00(1 39,000
26,680 26,680 26,680 26.680
52,400 72,00 100,000 153,200
3.500 3.500 3.500 3.500
8,1100 12,000 16,0110 20.000

5402.570 5678,900 5«21.686 5I.2U.7II

7



assumed a 100-foot well eight inches in diameter is 

adequate to provide a 3.000 g p m  flow rate. The 
current average cost lor drilling, casing, and pump is 

$35 per running foot. This cost is included in each 

farm unit.

Total Capital Costs

The total capital investment lor the four dairy 

systems is given in Table S (pp. 9). O n  a pcr-cow 

basis, the 150-cow, free-stall dairy requires the least 

capital injection fables 9 through 12 <pgs. 9 and 1(1) 
slum the annual cash and noncash owner costs asso­

ciated with the dairy farms. Costs allocated to the 

dairv operation onlv are associated with milking and 
dr\ cows. I'hose allocated to the replacement heifers 

include animals required for a 25% annual herd 
replacement and are aged 0 to 24 months, feed-asso­
ciated cost allocation and calf and dry cow housing 
cost allocation arc accomplished on a fced-require* 

ment and a space-occupied basis respectively. The 

percentages used in allocation are shown in Table 13.

Table 13: Cost Allocation to Dairy Cows and 
Replacement Heifers

r.iuiitv D.iiiv Gi\v\
Kcpl.innuiu 

1 Icitcrx

X ill is S4 . 1 <vv
ll.iv itul "ii-ililmg Slur.ijit- 1 KJ ..
( iiimiiu.iii Xtiii,igv HI-.. 1
l ’.i!t .uiii 1 It v -Oiw 1 Inusiitt' i "K\.

I (InJv «li V fc»»W * me slfjw lul.liiî Milling j»« ii«*i ti«lh i\
l l j U t l  «»ll s j f t l i i '  l l t i U I ' a ' i l

f arm Budgets

Enterprise costs ami icturns presented in this 

report arc estimated for dairy-farm operations milking 
50, 75, 100. and 150 cows dailv Returns from the 
s j I c  of calves and culls . i r e  .specifically identified. 
However, a specific assumption of per herd milk 
production is not used in the analysis. Rather, reve­
nues from calf and cull sales arc first subtracted from 
costs, and the the average milk production per cow 
required to break even (cover all remaining costs) is 

calculated. Included in the costs is a charge for 

operator labor of SI 5,000 per year. Returns arising 

lro:n milk piodnctinn above that required to break 

even is the return to management.

Basic assumptions reflected in the estimated 
budgets are:

1. Cows are milked ten months of the year and 

arc dry two

2. All feed is purchased except for silage or 

havlagc which is grown on the farm

3. Land-clearing costs and purchase price arc 

included in silage (haylage) costs.
4. Dairy farmers replace 25% of their herds 

annually with springer* heifers.

5. All replacement heifers arc provided by the 

dairy farms in the third year of operation.
(>. All breeding is hy artificial insemination.

7. Dairy farms of 50 and 75 cows use a stanchion 
confinement-scali system. With 100 and 150 

cows, a free-stall system is used.

H. l-'amily labor is the only labor used on 50-and 

75-cow dairy farms. It has been suggested 

that the 75-cow dairy farm may require one 

additional laborer if a stanchion barn is used.

9. Dairy farms with 100 cows require family 
labor plus one hired laborer while the 150- 
cow dairy farm requires two laborers and 

one herdsman in addition to family labor.

10. Thicc acres of cropland in silage production 
arc required for each milking and dry cow in 
the dairy herd.

1 1 A n  interest rate of 6%, that charged by the 

Alaska Agricultural Revolving Loan Fund, is 

charged against the capital investment. A  9"i 

interest charge is leveled against operating 

capital assuming a mixture of private and 

public loan monies.

Data for this analysis vvetc obtained from several 

sources. Feed rations, production techniques, and 

production costs were developed in consultation with 

amm.il scientists of the University of Alaska Agrieul- 

tui.tl Experiment Station and experienced Alaskan 

dairymen..Silage ami haylage production costs arc 
detailed in a preliminary U S D A  working paper avail­

able from the authors«l ugclstadt, U.S.I) A.-E.S.C.S.). 
Investment requirements arc described in an earlier 

section. Milk prices were obtained from Matanuska 

Maid Inc., while prices-for calves and culls were pro­
vided by marketing specialists of the Alaska Division 
of Agriculture and Alaskan dairymen.

Production costs arc summarized in Table 14 
(pg. 11 > Total annual costs for the 50-, 75-, 100-, and 
150-cow dairy farms arc 5175,061; $237,471. 
5323.K5 3;aml $479,008,re-spec tivelv. Costs arc divid­
ed into teed cash costs, non-tccd cash costs, and non­

cash costs Of these three categories, feed is the major 

expense accounting for approximately 39 per cent of 
total cost for each herd. Major costs in non-cash costs 

arc operator labor and interest and depreciation on 

facilities. As noted previously, we have included an 

operator labor barge of $15,000 annually as an abso­

lute minimum under which an owner would be willing 
to remain in business.

In Table 1$ ipg 12). returns front sales of calves 

and culls and the average milk production per cow

h



Ttihlc 9: Annual Cash and Non-Cash C’apital Associated Costs for the 50-Cow, Stanchion Dairy

Deprec ia tion
(years)

D eprec ia t ion4
<*)

Investment 
C os t1’ ('»)

Insurance1
(S)

Taxes’1
(5)

Kepairs etc M a in te n a n c e '
<s>

T o ta l  (lost 
($)

DA IKY 
ILirn A Iron 30 2.3')» 2 .155 503 934 1.4 36 7.422
Ventila tion tt) 713 23o 53 98 ISO 1,250
Milk Koom 30 200 180 42 78 120 620
Milking lu |u ipm i'n t <0 3 .800 1.200 280 520 8 00 . 6 .60 0
Silos .3(1 6 .762 4 .057 947, 1.758 2 .704 16.228
M anure  1 Limiting 20 2. J 04 1.298 303 503 805 5.193
C o n cen tra te  Storage 20 405 243 57 105 102 972
lias i\ l ti \ l, line Storage 20 205 1 59 j  7 69 10ft 636
Myelinic Murage 20 1,500 930 218 4 0 0 (•24 3.744
W orkshop 20 1.334 800 187 347 5 34 3 .202
Call i i  Drv-Ciuv 1 lousing 20 577 340 81 150 231 1.385
VVi II 350 105 25 40 7o 596
t-ccil-Mamlling I  ipopm cn t to 7 0 0 252 30 104 to o 1.332

A W L 'A L  T O T A L 2 I .2 S 4 12.027 2 .789 5.178 7.9ft2 49 ,242

Itl P l . A C T M I M  IIT.IIT KS
S i !m \ 20 1.288 772 ISO 334 515 3.099
< s u u i n n . l i e 20 '»5 5 7 13 25 38 228
11 is ..ml Iteililmt! Storage 20 t , 2 ‘>5 777 181 337 518 3.108
Call i\  Dry-tlmv lliiosing 20 2 .044 l .2 2o 280 531 817 4 ,90 4

A N N U A L TOTAL 4.722 2,832 (Hill 1.227 1,888 11.329
j‘ l)cpt.'i u ln *h  i* e a l iu l j t c . l  um ig  llit- straight lull' I i i i i h i i i l  Silvijsi- \jt»> i i  J"., ,,| i i i i v  m i l  i, ir i i | u ip im i i(  an,I w o  fm  liu il i l ings. 
11»»i i lm i n l  m i l s  i n  i l u r g c . l  j i  (, .. annua l o l e  using

*  , \ l ( l  < i l i l  • > j l l  ; |W
I l l i i i l n u M I  (  i n !  • ,  i l n i i i i i t  I t a i e )

‘ l i m n  i ' h i  r i i n ^ K  4 7 . 0 0  p e r  i I  m i l l  n e w  h i m .
I i h i j i i  I t m i l .  ( l i e  i i i r r e n i  r a t e  m  ( l i e  M a l a r m s k a S i i i i l u a  t ln r t i i i g l i .

I t .  i i  i n . I  i n j i M l i i u i i i r  i r e  i t u r p i i l  j i  2 ‘.  o l  i n n  m u .

Table 10: Annual Caslt and Non-Cash Capital Associated Costs for the 75-Cow, Stanchion Dairy4

I Depreciation
(years)

Depreciation
(5)

Investment Cost 
IS)

Insurance
(S)

Taxes
(5)

Kepairs &  Maintenance
<s>

Total Cost 
(S)

DAMN 
13am i\ lion 30 3.600 3.24o 75ft 1.404 2,100 1 1,160
Ventilation 10 1.071 355 79 147 226 1,878
.Milk Konm• 30 200 180 42 78 120 620
.Milking 1 |uipiiient 10 5.225 1.733 385 715 1 ,11)0 9.158
Silos 20 It*. 1 -I« ft .080 1.420 2.037 4.057 24.343
Manure llamlling 20 2.542 1.525 35ft 661 1,017 ft. 101
( niuenir.ite Storage 2o 578 383 85 1 58 243 i .447
IIIV is tleitilmg Storage 20 387 232 54 101 155 9’9
Machine Sim igc 20 I.Sno 93o 2 IK 40o ft24 3.744
Workshop 2o 1.334 Si 10 187 .4 7 534 3.2o21 alt A Dii tiiii 1 Inn,mg 2o 792 475 11 1 2on 317 1,901We II lo 350 M'S *5 4ft 70 59ft
l ee*) 11 .milling Tipiipinciit to 1.140 378 15ft 240 1,998

ANNUAL T O T A L 28.922 ln.428 3.802 7.002 10.8ft 3 67,077

1(1 PI At 1 Ml-.VI III 11 1 |<s
Silos !o 1.932 1.15') 270 502 773 4,63ft
CoinuOtatc Storage' 20 135 Mil 20 37 57 339
llis lUiI.Img Sloi.igc ?o 1 ,888 1.133 2o4 491 755 4.5311 ill <S 1 >rs Cow Mousing 20 2.808 I.08J .39.3 730 1.123 6.739

I S M  M  l()l \t o.7ft J 4.067 947 1 .Toll 2.708 16.245
I % i« in I jMi M
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Tabic 11: Annual Cash and Non-Cash Capital Associated Costs for the 100-Cow, Frec-Stall Dairy4
Deprec ia tion

(years)
Deprec ia tion

(S)
Inves tm ent  Cost 

(S)
Insurance

<5)
Taxes

(S)
Kepairs & M ain tenance  

(S)
Total  Cos 

($)

DA IRY
Barn ft Iron 30 4 .68 0 4,121 983 1,825 2 ,808 14,508
Ventila t ion 10 950 315 70 130 200 1,665
Milk Parlor 30 1,692 1,523 355 6 60 1.015 5.245
Milking K quipm ent 10 7 ,60 0 2 ,52 0 560 1,040 1,600 13,320
Silos 20 13,313 7 .988 1,864 3,462 5 ,326  ' 31.953
M anure  1 kindling 20 2.993 1 ,796 419 778 1 ,1 9 ’ 7,183
C on c e n tra te  Storage 20 81(1 4 86 113 211 324 1,944
Hay ft  Bedding Storage 20 497 298 70 129 199 1,193
M achine Storage 20 1,950 1.170 273 507 780 4.6S0
W orkshop 20 1,334 8 80 187 347 534 3,202
Call & D r y C o w  Housing 20 1,100 6 6 0 154 286 440 2.640
Well 10 350 105 25 4 6 70 596
l-'eed-llandling E q u ipm en t 1U 1.520 504 112 208 320 2.664

A N N U A I. T O T A I. 38 .789 2 2 .3 7 7 5,185 9 .629 14,813 90,793

R I-P I .A C kM liN T  1 i i : i i - i : k s
Silos 20 2.5 36 1,522 355 659 1.014 6,036
C on c e n tra te  Storage 20 190 114 27 49 76 456
Hay iS Bedding Storage 20 2 ,428 1.457 340 032 971 5.823
C a l i f s  Diy-Cow Housing 20 3 .900 2 .3 4 0 546 1,014 —1,560 _  9.36ft

A N N U A I TOTAI. 9 ,054 5,433 1,268 2.354 3,621 21.730
V o o l M P t C H  US I I I  I a b l e  •>.

Table 12: Annual Cash and Non-Cash Capital Associated Costs for the 150-Cow, Frcc-Stall Dairy4

DAIRY 
Barn \  Iron 
Ventila t ion  
Milk Parlor 
Milking K quipm cnt 
Silos
M anure  Handling 
C o n c e n t ra te  Storage 
I lay f< Bedding Storage 
M achine Storage 
W orkshop
Call  \  Drv-Cow Housing 
Well
I 'ccil 'l  landling (equipment 

A N N U A I. T O T A I.

i n  im .a c i .m i  \ t  i i i  i m  its  
Silos
C o n c e n t ra te  Storage 
I lay Ik Bedding Storage 
Calf N Dry Cow Housing

A N N U A I. T O T A I.

Depreciat ion
(years)

50
10
AO
10
20
20
20
20
20
20
20
It)
10

20
2o
2U
20

Deprec ia t ion
fS)

Invest m e m  Cost 
(S)

Insurance Taxes Repairs Sc M ain tenance  Total Cn^ 
<S> (S) (S) ($)

7 ,02 0  
1.425 
1,72# 
7 .6 0 0  

19,406 
J .072  
1.215 

751 
1 ,950 
1,334 
I . ..85 

350
1.900

+9,436

3.696 
285 

3 .669  
5,975 

1 3.625

6 .3 1 8  
473 

1,555 
2 ,520  

11,644 
1.843 

729  
451 

1 ,170 
# 8 0 0  
1.011 

105 
6 3 0  

2 9 .2 4 9

2 .218
171

2,201
3,585
8 .175

1.4 74 
105 
363 
560 

2 ,717  
4 3 0  
170 
105 
273 
187 
236 

25 
140

2.738  
195 
674  

1 ,040 
5 .046  

7 .99  
31e> 
195 
507 
347 
4 38 

4ft 
260

ft,785 12.601

517 
40  

514 
83 0

1.907

4.121
300 

1,037 
1,600 
7 .762 
1,229

486
301 
780  
534 
674

70
4 00

19,385

1,470 
1 14 

1.467 
2 .3 'in
5 .450

Jl ( i i i lm t c c  j c  111 I ati!f 9



Table 14. Total Costs for Dairy Herds of  50, 75, 100, and 150 Cows in Third Year of Operation

Cost per Unit
50 COWS 

A m o u n t  T o ta l  Cost
75 COWS 

A m o u n t  T o ta l  Cost
100 COWS 

A m o u n t  T otal  Cost
1 50 COWS 

A m ount Tni.il  Cost

P E E D :
1. Silage* SI 8 .20 -5 22 .8 7 / ton 1 .028.84T S 2 3 ,5 2 9 .5 7 1 .’539 .39T S 3 1 ,2 9 5 .8 0 2 .05 7 .69 T 5 38 ,540.53 3 .086 .53T S 56 ,174 .85
2. C o n c e n t ra te S 2 2 0 / to n 187.98T 4 1 ,3 5 5 .6 0 281.781" 6 1 ,9 9 1 .6 0 3 75 .95T 8 2 ,7 0 9 .0 0 56 J .93T 124 ,064 ,60
3. Hay SI 2 0 / to n 6 .84T 8 2 0 .8 0 10.04T 1 ,20 4 .80 13.69T 1 ,642 .80 20.5 3 T 2 ,463 60
4. S j Ii S 1 4 / c a t 104 .94  csvt 1 ,469 .16 156.95 cvvt 2 ,1 9 7 .3 0 2 09 .8 8  cwt 2 ,938 .32 314.81 cw t 4 ,407 .34

T ota l  Peed Cash Costs S 6 7 ,1 7 5 .1 3 S 9 6 ,6 8 9 .5 0 S125 .830 .65 S187.1 111 3‘/

N O N -P E P D  COSTS:
1. R ep lacem en t  Heifers1’

%
S 2 7 ,2 9 6 .1 5 S 3 9 ,7 1 9 .1 4 S 5 2 ,5 1 0 .3 3 * S 7 8 ,5 8 5 .*'f>

2 Hired L abor 0 0 0 0 1 12,000.00 3 4 4 .0 0 0  00
3. P ro p e r ty  Tax* SI 3/S 10 0 0 5 ,8 9 9 .8 0 8 ,1 4 4 .7 0 11 ,072 .60 14,766 .40
4. Dairy R&M 7 ,9 6 2 .0 0 1 0 .8 6 3 .0 0 14 ,813 .00 19,385 00
5. Electr ic ity 6 .0 0 0 .0 0 6 ,0 0 0 .0 0 8 ,0 0 0 .0 0 8 ,00 0  oo
6. Breeding P’ees S 1 0 /h ead 60  cows 6 0 0 .0 0 90 cow s 9 0 0 .0 0 120 cow s 1 ,200 .00 180 cows ! ,S0() 00
7. Sem en (1 .75  a m p u l /h cad ) SI 2 /a m p u l 1 ,2 6 0 .0 0 1 ,89 0 .00 2 ,5 2 0 .0 0 3 ,780  00
8. D .II.I .A . S .2 5 /h c a d /m o . 180 .00 2 7 0 .0 0 360 00 54(' (Hi
9. Pucl & Oil, 8 0 0 .0 0 9 0 0 .0 0 1 ,000 .00 1 ,100 .00

II). Insurance'" S 7 /S 1 0 0 0 3 ,1 7 " .2 0 4 .3 8 4 .3 0 5 ,9 6 1 .4 0 7 ,94 9 .60
11. V e t  & Drugs S 2 0 /h c ad 1 ,200 .00 1 ,80 0 .00 2 ,40 0 .00 3 ,200 .00
12. Bedding S2/65  lbs. 2 ,70 0 .00 1 b . 8 3 .0 8 4 .0 5 0 .0 0  lb. 124 .62 5 .4 0 0 .0 0  lb. 166.15 8 .!  rO.OOlb. 24*3 2 ?
13. Dairy Suppln  s & .Misc. S2S/m i!k ing  head 1 .25 0 .00 1 8 / 5 . 0 0 2 ,50 0 .00 3,750.01

T ota l  N on-Pced  Cash Costs S 5 5 ,7 0 8 .2 3 S 7 6 ,8 7 0 .7 6 SI 14,503 .48 $ 1 8 7 ,1 0 6 .1 9

NO N CASH COSTS:
I O p e r a to r  Labor S 1 5 ,0 0 0 .0 0 S 1 5 .0 0 0 .0 0 S 15 ,0 0 0 .0 0 S 15 ,000 .00
2 In teres t  oi Investm ent:

C o w s ' 3 .69 0 .00 5 ,5 3 5 .0 0 7 ,3 8 0 .0 0 11,070.11(1
Paciii t ics (includes e q u ip m e n t) 1 2 ,0 2 7 .0 0 1 6 .4 2 8 .n o 2 2 .3 7 7 .0 0 2 9 .2 4 9 .0 0
Pec.) ' 1 ,577 .54 2 ,13 4 .65 2 ,771 .78 4 .08 4 .04
O p e ra t in g  Capital® 1 ,68 8 .40 2 17 .5 5 381.19 703.15

3. Dcpr.  on  Capital Inves tm en t 2 1 ,2 8 4 .0 0 2 3 ,9 2 2 .0 0 38 ,7 8 9 .0 0 4 9 ,4 3 6 .0 0
Total Non-Cash Costs S 5 3 .7 4 7 .3 8 S 6 8 ,2 8 7 .2 0 S 86,6*39.68 SIOO. 542.1*)

TO T AL C O S T $ 1 7 6 ,6 3 0 .7 9 $ 2 4 1 ,8 4 3 .3 0 S327.033 .81 S 48 3 .7 5 8  77

l (l he M l igc budgets wore sl iglir ly revised so that the work ing paper descr ibed on page I 7 shows sl ightly d it lerent lignrcs 
See Tab le  17 for replacement heifer cost summary.

^ In c ludes .in annual property tax o f  S12.03/c ss.
Inc ludes an annual insurance cost o f  S6 47/cow.
I6%)l 16(H) ♦_450)(inilkers ♦ dry cows)

2
in t e re s t  calculated as follows:

silage cost « hay cost • concentrate s.i\| • salt cost (,0V)
2 2 8 H

*'lnrerf st calcu lated as fo l lows 1/12? of operat ing costs less feed, replacement heifer cost, and property taxes times •)•«,



Tabic 15: ISrcuk'Kvcn Analysis for 50, 75, 100, and 15()*Cow Dairy Farms
1 lord Size Cull Cow s Cull l le i lers Cull Calves R equ ired  Annual

N u m b er Revenue  N um ber Revenue N u m b er  Revenue Milk P r o d u c t io n 4

50 15 $ 6 ,7 5 0  1,5 S I , 2 00 40.5  S 4 8 6 16,646  lbs. /cow
75 22.5 10,125 2.25 I .KOO 6 0 .75  729 15.122 lbs./cow

100 30 13.500 3.0 2 ,4 0 0 81 972 15,348  Ibs./cow
150 45 20 ,2 5 0  4.5 ’ 3 ,600 121.5 1,4>8 15.124  lbs. /cow

O l i u l . i l i ' i l  l ls ine:
|< I'ntii l com • S rcc'il fr. cul l eatliet/S rev .1 per Hi. m i lk  1 /Total no. cows = Hi. m i lk  per ,o w

%

Table 16: Replacement Heifer Cost Summary’ for Four Facility Sizes

50-Cow 7 5-Cow ! 00-Cow 150-Cow

O scrhead  Costs:
Repair  & m a in tenan ce 5 1.8X8 S 2 ,70 8 S 3.621 S 5 .450
In teres t  on  investm ent 2 ,832 4 ,0 6 7 5.433 8.175
Deprec ia t ion 4 ,722 6 .763 9 .054 13,625
P rop e r ty  tax 1,227 1,760 2 .354 3,543
Insurance 6 6 0 9 4 7 1,268 1,907

Tota l  O verhead  Cost SI 1.239 SI 6 ,24  5 $ 21 ,7 30 $32 ,700

Feed Costs.
Silage S 3 ,634 .27 $ 4 ,8 4 5 .9 6 $ 5 ,92 .77 $ 8 ,676 .49
C on c e n t ra te 4 ,8 7 0 .8 0 7 .30 6 .20 9 ,7 4 1 .6 0 14.612.40
II IV 3 .223 .X0 4 ,8 3 5 .7 0 6 ,4 4 7 .6 0 9 ,671 .40
Salt 6 3 2 .1 0 948 .15 1 ,264 .20 1.896.30
1 terest on  feed"* 390.05 557.83 7 2 0 .8 9 1,069.97

Mill, Hepl.tcer I . I X 2 . I 7 1.773.25 2 ,364 .33 3 .546 .50
Calf S ta r te r 554 .04 831 .07 1,108.09 1.662.13
Redding 1.26V.'72 1 .925 .98 2 .580 .85 3.S50.77
Call Supplies 300 .00 4 5 0 .0 0 6 0 0 .0 0 900 .00

T O T A I . $27,296 .1  5 S 3 9 .7 I 9 . I 4 $52 ,510 .33 $78 ,585 .96

pint c o w 1’ $ 1 .707 .34 S i ,6 52 .9 0 $ 1 .637 .94 $ 1.63 3.95
.1. , , , Sil. ipe I la v *Interest m i k r i l  - ( r ,  ,

2 2

m i i i ' i i l r j l c
K

vTli
8

Milk  It i j' l. iwr 
K

Starter
X

> ( <>•»

’« «in* per heifer *- l n l . i l  i i 'M  i  j l f  a in l eull heifer rcieigits
Number 111 replacement he il rrs reipnreil  a nm i j l l y

required to cover all remaining costs are provided. 
Farmers receive 30 cents per pound tor cull cows, 

$800 per animal for cull heifers, $12 per head for 

calves, and $16.84 per cwt for milk.

The milk production required to cover all costs 
generally decreases as herd size increases. The 50-cow 
dairy farm requires an annual, average, per-covv pro­

duction of 16,646 pounds of milk. This decreases to 
15,124 pounds for a herd of 150 cows. Although it 

has been assumed that dairy herd sizes up to 75 cows 
need only family labor, it has been suggested that a 
75-cow dairy farm may well require one hired laborer. 
If this is (lie case, then required milk production 

would have to increase from an average of 15,122 

pounds per cow tor 75 cows to an average production 

of 15,963 pounds per cow because of the additional 
labor cost.

Can Alaskan dairymen expect to obtain these 
pcr-eow, milk-production averages? With good m a n ­

agement this should be possible. The current average 

production per cow for the six Alaskan herds belong­

ing to the Dairy Herd Improvement Association 
(DillA) is 16,844 pounds. This compares favorably 

with the California, Wisconsin, and N e w  York averages 

of 18,674 pounds, 15,558 pounds, and 15.768 pounds, 
respectively.

It has been assumed throughout this report that 

each dairy enterprise would raise its own replacement 
hcilcrs. However, as the Alaskan dairy industry en­

larges, it is quite possible that replacement heifers 
would be available from other sources. Table ^ s u m ­

marizes the c o m  o l  production for dairy heifers oni 
dairv farm.
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Herd Development and Projection of 

Revenues and Kxpcnscs

I he larm Inidgets presented above are for dairy 

farms that are fully developed. This vvll not occur, 
however, ur il the third year of operation. H o w  farms 
reach thr developed stage and the revenue and 
expense picture for the 'irst two years of operation 

must now be addressed

Herd Development

One ot the firsr problems in starting a dairy farm 

is stocking the new farm so that full production can 

he reached as quickly as possible and milk production 

eaii lie constant from month to month. One possible 
plan for accomplishing these goals is presented here in 

which cows arc assumed to be milked ten months and 
diy two <lwe Tables 17. IS, 19, and 20. pgs. 14-17). 

Dairy farms are also assumed to eull 25 percent of the 

milking herd annually with cows culled when diy.
Initially, herds are stocked with purchased brcci 

betters. Animals arrive by contract air carrier before 
: h e i r  last trimester of pregnancy, in two lots spaced 
six months part. Onc-lhird ot the heifers calve three 

months after arriual with the remaining two lit inis 
„ caking two atul four months later. By the end of the 

« ninth m o m !  of the first year, dairy farms have 

reached full capacity in milking cows. However, pur­
chases of replacement heifers are required in mouth 

eleven ol year one and year two. Starting with the 

.third \e.tr, dairy farms are able to provide ail their 
own replacements.

l or a herd of 100 milking cows ( Table 16). for 
example, the development plan works as follows: 60 

bred heifers are purchased initially, with one-third 
scheduled to start milking in months one, three, and 

five of year one. These cows are then div in month 

eleven of the first year and in months one and three 

of the second year. As they become, dry. 1 5 of the 60 
are culled. A  second lot of 60 heifers is delivered in 

month four of the first year and calve in months 

seven, nine, and eleven. As these cows occome dry, 
15 are again culled. An additional 30 heifers are 
purchased and brought on line in the second year. No 

more livestock purchases arc required thereafter, 
since all replacements can be prov ided by the dairy 
farms beginning in the third year. It should be noted 
that these development plans arc based on exact 

schedules that may be highly idealized. It may be that 
.1 producer would want a larger number of animals in 
the tirst purchase to increase immediate cash flow 

ami compensate tor possible delays in future calving 
schedules.

'Table 2 1 (pg. 18) provides a revenue and expense 

projection for a 150-cow farm during the first three 

years of operation. The figures in this table can be 
adjusted for smaller sized farms—for example, .33 for 

a 50-cow-dairy farm or .5 for a 75-cow-dairy farm. 

This will yield a rwugh approximation of revenues and 
expenses for these smaller enterprises. Assumptions 
under which these projections are prepared are as 
follows:

1. All costs of feed for the first three months 

before the first lot of cows freshen arc 

included in first quarter costs.

2. C’ovvs produce only 85% of expected mature 

equivalent milk production during first lacta­
tion.

3. Property taxes are paid in January

4 Labor is first hired in months five, seven, 
and nine of year one.

5. Repairs, maintenance, and electric costs arc 

equally distributed through the year.
6. i-iicl is purchased twice yearly in April and 

October.

7. Insurance is paid semiannually in April and 
October.

8. An initial purchase of $1,000 of dairy 

supplies and $600 of calf supplies is assumed. 

Thcrealter, replacement of these supplies is 
proportionate to the number of cows milked 
in each quarter.

9. All bedding is purchased October 1.

10 Seventy-five per cent of silage costs are 

incurred in April through May. The remain­

ing 25 per cent is encountered in July through 
September. Hay is purchased October 1.

1 1. All other costs are distributed equally over 
yearly quarters. *

12. Repayment of debt on capital begins in the 
third year.

Assuming that production begins in October of 
1981, a cumulative operating deficit results through 
December of 1982. Beginning in January through 

March ot 1983, all losses have been recovered. A  

cumulative net profit continues for the remainder of 

the projection, even after the repayment of debt on 
the capital investment begins in the last quarter of 
1983. l-urther, the dairy farm has cumulative silage 
assets of $55,000 at the end of the 1983-1984 

• production year.

Projected Revenues and Kxpcnscs
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Ta!)lc 18: Mcrcl Development Plan.for the 75 C o w  Dairy Farm
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Table 20: Herd Development Plan for the 150 C o w  Dairy barm
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Table 2 1: Quarterly Projection of Revenues and Kxpcnscs for the I50-Cov -Dairy Farm3
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C H A P T E R  3 

M A R K E T I N G  A N D  C O M P E T I T I V E  POSITION

Marketing

Milk is one of the few agricultural products 
having a well-organized marketing system in Alaska. 

Matanuska Maid, a dairy farmer cooperative, has iden­

tified the fresh milk market in Alaska, excluding the
* southeast portion of the state, at approxintatcly 

6.5QO.OO() pounds per m o titL /\i)«.)ut 1 9 per cent is 
milk produced in Alaska, with the remaining 81 per 

cent shipped in hy hulk and processed here or pro­
cessed and packaged for retail sales outside the st..tc

before shipment to Alaska.
There are currently two major milk processors in 

Alaska-Matanuska Maid and Arden Earms—both 

located in Anchorage. Maian ska Maid processes all 
the milk produced in Alaska. The problem for these 
two processors lies in retaining a market share suffi­
cient to maintain a volume of milk for efficient pro­

cessing while competing with falling prices for 
imported milk. In state milk production has declined 
from 22.1 million pounds in 1961 to 14.4 million 
pounds in 1978 with imported milk replacing the loss.

Krcsh-milk producers in Alaska are being pres­

sured by birth land values i:i the Matanuska V'alley.

. Dairymen are now able to realize significant gains by 
.selling their land to speculators and subdividers, gains

0 much higher than would be reali/.ed by continuing to 

farm or bv selling to another farmer. As a result.' since 

the 1960s dairy farms have been declining rapidly. 

The industry, thus weakened, has had a difficult time 
meeting increased competition from “outside" dairy-

* nun. Increased milk production front I’oint Macken- 
/it farms may help increase the competitiveness of 

the industry.

A n  important question is whether or not new 
milk producers at Point Mackenzie can reasonably 

expect to have a market for their milk. Some con­

sumers may not choose Alaska-produced milk , even if 

it is price competitive, while others would probably 
be willing to pay a premium for local milk. Some 
retail firms may prefer, due to economic pressure, not 
to handle local milk unless it is competitive with out­

side milk. It is probable that considerably less than 

100 per cent of the market will he supplied by local 

milk even with the additional production from Point 

Mackenzie.

Competitive Position of Alaskan-Produced Milk

The current competitive position of Alaskan- 
produced milk compared with alternative sources is 
analyzed below. Such analysis is important in consid­

ering the future of the Alaskan dairy industry. While 

disagreement is possible for any figure given, cost 

data in the analysis arc as accurate as possible at this 
time. The magnitude of any inaccuracies would not 

he great enough to alter the conclusions.

 Milk produced in Alaska. must._cumpcic..foi a
reasonable share of the market with milk shipped 
in from outside the state. As shown in Table 22 (pn. _ 

. 20) Alaska farmers .were, receiving-SI6.S4 per hun­
dred woi'.:ht in November, 1979. Earm-to-proccssor 
transportation cost bv regulated carrier was $1.36 per 

cwt. Therefore, the total cost for Alaska-produced 
milk to an Anchorntie processor was $18.20 per cwt._

l.ocal processing cost adds another $13.61 per cwt 

and brings the total cost, when delivered to the re tail 
srorc dock, to $31.81 per cwt. Milk shipped in by 

bulk and processed locally had a slightly higher v. liolc- 

sfile cost of $3 3.04 per cwt. This is primarily because 

retaliations require that bulk milk shipped in t~A* I ask a 

must be pasteurized a second time, adding a cost of 

$2.00 per cwt. Prepackaged milk shipped in from the 

Puget Sound had a significantly lower wholesale cost. 
Table 22 presents the cost of prepackaged milk using 
a Glass I price (regulated handler) anil blend price 

(non-regulated producer/distributer). These total 
$27.66 and $26.66 per cwt which is $4.15 and $5.15 

less than Alaskan produced and processed milk, 

respectively. Recombined milk (dry skim milk and 
buiterfat shipped in from out of state and recom­

bined with water in Alaska) was competitive with the 
prepackaged milk even with the higher Alaska pro­
cessing costs.
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Table 22: Kstimated Costs I’cr Hundred Weight and Per 1/2 Gallon for Alternative Sources of Milk 
Delivered to Anchorage Retail Stores, November 1979

■ "
l-'resh Milk f rom  Seattle

laical l-'atntcrs Hulk . Class 1
Prepackaged 

Processor-1 )isin!>u lo r Ingredients to  R ecom bine

l-'arm Value a 16 .84 ' S I2 .S 5 1' S I2 .8 5 1'
13. u r

S1I.K51'
SI 1.34*Delivered to  Plant 18 2 d 1 13.10 12. Id1

Haul to  Washington Pier 
T ra n sp o r ta t io n  to  Alaska 
Service charges 
Processing Cost I 3 . 6 l k

.65^
3.6S!!
2.00*

1 3.6 1!‘

8 .8 311 

5.73

8.8 3 h
I _

5.73

.7 0 '  

13 61
P u t te r  ami Puvvder I .Oil1
Kci nm lm im g  t ost - — r _ . ___ .IQ 1

(lost at Wholesale
Per H i d  Pounds S3 1.81 $ 3 3 .0 4 527 .66 526 .66 S26 75

Cost Per 1/2 f i l l .  Wholesale S I . 37 S I . 42 SI 17 S I . 15 S I . 15
C . . s i  Per 1/2 (.. d. Reta il '" S I .  58 S I o3 S I . 37 S I . 32 S I . 32

O i l  p r n c  .»! I jrrn tor null* pm  l iu v  l in il tr M i f j u i i s k j  V . il lcv .
I r4n\pi»ri;»ti» n ciisl «• I 25 trnm I j rm  I •« priucv*n» ju i'u^i'f South! ;iriM is an ost inu i i\

V d s i  o l  IikmI tntlk j i  in A iu lm t . i ^ i  p n i ic s s i i i ^  \ «m.
*, I . s l i i n j i t ’*! I'ujii’l South! l  Ijns I pncc . Noti*n il»n I!/#11 
11-vfinuii'tl l'ii|!t'i Sunlit! l l I i ’in I p. i .  W u v m l i n  I *>7 
fl vii.-t.iu J i i u n u lJ i t i i f  n«|» nn lk  p ru c  in  .»!l li«U*r.il u n lc r  n u r k i lm ^  aro.is 
f S o u n c  \«i Nr.khorjjjc m i lk  p n u is s i u ^  l in n .  

n >H jut h. i l l p j l l iM i l i  jn«ptn I j i i t i i i  m i l  I n l m c i i  Sc it tie j i i i I Aft ihuru^c .
$4. M l ir;niM*iir(atu>ii u»%i per I tin puu in ls  nt it* in-14! «l ry nn lk nr I lk) pnm nU  of turner.
I ' r iu u r i l i  i l i iv-tsf »*l p.tsii i ir i/ .i t i i in  i n l i n e  i r .m spn iu n ^  l i i l k  m ilk t«» Al*i*k,i. I In*, m i lk  is p js t c u n / i . l  a Mrmtul n in e  in AlaUa. Source A l l  Anchorage m i lk  
jjHi'Ci M ing l i n n .  •
j Itu lu . i l  s t In 1*1 In il l l i i i)* J »i* I tl iMr I * til I* **i in  U’l.nl . Snnn i* A l l  A fU’llnfa^i* *mlk pruti' iM ilg plant.
S n u u i  I l . in .mn i t . l .  I l i i x fn n  j i i . l  I It* 101. I *>7,>

. * c\ . M O lH  > I  5  . 1 1 1 4 1  K l i p

Cable 23: estimated Cost Per Hundred Weight of Milk Through a Typical Anchorage Milk Processing Plant
and Delivered to Retail Stores

M i l i u m  P o u n d s

VOI.llMi: I' It M O N T H
5 M il l ion Pound s

No • T ange  in 1 cchuologv No Change in T echnology Im proved Technology
Mill, .uni C a n o n M«>,(.4 SI 9 .64 S I 9 . 1 8 1
I’laitl l .ahoi 1.80 1 17 .99
Plant th c rh c .n l 1 77 1.15 .98
D istr ibu t ion  to  Retail 6 .28 4 0 8 4 .08
V lm tn is t i . t tm n  and  Protit 2.32 1.50 1.50

I O I A I . S3I « l S27.54 $26.7  3
--------------------------------------------- . _______________ ____ __ _ __ “ — " r ' i r r .

M i l  10.1
I .11 Im l. , ir j i i*p i»(  it II. 11 ,,.»l 11 mu  \l ll  must, 1 \ lit, S I'.I til M.i, I '  11/if «»* Vmlmr. igc ,lti. tit Of tr^u l it m i l n l  i l l l f j s tJK  In. It. m i l . , in t lv cmcn l 
A n  A i l c l i i i u g c  i l l ' s  ("itsfssiii^j 111 nt

litis is ,t large dit'l'crenec in processing eost 
between loe.il and outside processors. I uriber consid­

eration iv required to understand this large .liflerenee. 

Aiu lu>r.n;c mi!l>-|)roeess;ne plants have subst.nttiaily 

b»wervolume than do their Seattle competitors. tlic>e 
lore mcuniin: a higher cost per pimc-.scd titiu. Midi- 
tioii.d sources ot higher costs inr Aneliorage plants 

parise Horn outdated plant equipment and liigiici labor 

( eosts. Can these economic disadvantages lie overcome? 
fable 2 3 represents the costs associated with a tvpteal 

processing plant in Anchorage. Assuming a monthly 
volume of 2 million pounds, the- total cost per cwt

was determined to he $31.SI Ihe typical plant capa­

city is f> million pounds per month, i his production 
level, therefore, implies that such a plant is suhstan* 

ti.illv underutilized. If volume were to increase to 5 
million pounds per month (production from existing 

dairv herds and 3.0IHI additional cows in Point Mae- 

Kcii/te), plant costs per unit of production would 
drop substantially. Cost per cwt at this volume would 

he approximately the same as prepackaged Class | 
milk shipped in from Seattle, further, if improved 
technology were incorporated into tins plant and 

inti.istatc hulk milk shipment was deregulated, then
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local milk could l>c produced and processed at a cost 

approaching proccssor-distributor milk from Puget 
Sound. In other words, with changes in the industry, 
Alaska milk can again become competitive.

Is this scenario a real possibility? First, 5 million 
pounds is 76 per cent of the current market for fresh 
milk in Alaska excluding southeast. State population 

is expected to grow to 496,000 in five years (Kruse, 

1979). This means that the milk market, assuming no 
change in consumption patterns, would increase to H 

million pounds. The 5 million pounds of locally pro­
duced milk would then account tor only 62 percent 
ot total consumption compared to 20 per cent 

currently, because Alaska milk would he merely c o m ­
petitive in production and processing costs with out­

side milk, not lower priced, it is difficult to determine 

whether consumers would prefer comparatively 

priced Alaskan or outside miik. Nevertheless, for 5 

million pounds of Alaska-produced milk to be sold 

annually, assuming the al;o\e population growth, 62 
per cent of the market would have to be captured.

It is clear that, without greater volume and plant 
modernisation, dairy farmers in Alaska must bear a 

grcatc: portion of the cost differential that currently 
exists between prepackaged outside milk and local 

milk to be fully competitive. I he existing small-dairy 
industry may be able to survive with its premium- 

priced product. However, the only way to lower the 
[ r:ce ol Alaska milk to the consumer, assuming no 
relate.e cost changes, is through expansion of local

miik production, subsequent increases in processing 
volume and additions in processing technology.

An additional marketing question for which no 
analysis lias been undertaken is the response of sellers 
of prepackaged outside milk to competitively priced 
Alaskan milk. If Alaskan milk begins to capture a 
larger share of the market, what will he the response 

of these outer sellers. Will they be in the position to 

reduce prices? If they do, can Alaskan producers 
compete?’ If Alaskan producers cannot compete, 

should the state of Alaska attempt to interfere in the 
market to protect slie Alaskan producers?

Keoimmists generally hold that competition 

- brings about the most desirable balance between 

production and consumption and leads to m aximum 

welfare for all citizens. 'I he major force that brings 

about this ideal pattern is price. Prices provide signals 

.to producers- and consumers which lead to tlie most 

l -desirable level of production and consumption. Inter­
ference in the market bv the state would probably 

distort these signals. Thus, any interference bv the 

state in the market through either marketing orders, 

iair rrade legislation, or producer subsidies should be 

undertaken only al ter c.irclul and thorough considera­

tion ol the welfare implications resulting from any 

sticli action. However, such involvement mav be 

necessary if outside producers should sell tlieir milk 

in Alaska below production cost in an ef fort to main­
tain their market shate.
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C H A P T E R  4 

F I N A L  T H O U G H T S

Dairying at Point MacKcnzie appears economi­
cally feasible if the price paid to dairymen remains at

516.84 per cwt. Tlie largest herd si/.e considered, 150 

cow was the most economically viable. A positive 

revenue and expense flow could be generated for this 

dairy enterprise by the middle of the second year of 
operation. Table 24 indicates the number of pounds 

of milk per cow required annually to cover all costs at

5 16.84 per cwt.

A  critical aspect of an expanded milk industry in 
Alaska is processing. The dairy farmers, both old and 

new, must press for greater efficiency tn processing. A 
maior concern is high labor costs relative to “outside” 
competitors. For an efficient, competitive milk-pro- 

cessing capability in Alaska, careful attention must be 
given to the cost and productivity of each unit of 

labor and capital. The optimum combination of these 
two factors of production in terms of costs and 

returns is essential for efficient processing.

Although it is possible that private financial 
institutions would finance a modernization program, 
it is more likely that miik processors will depend on 

the state for capitalization through several existing 
low-cost loan programs. In this event, the state may 
exercise some degree of control over the management 
of milk-processing firms. This could ensure reaching 

and maintaining a high level of efficiency in order to 

make certain that Alaskan milk could capture and 
hold the necessary 62 per cent of the market.

There is an advantage to the Alaskan processor if 
state loan programs are used. State loan-program 

managers can exercise a degree of flexibility in pay­
back periods. If outside milk processors consider 
maintaining their share of the Alaskan market to be

important enough, prices could be lowered below 

those of Alaskan milk over the short run. The stati 

could delay payments on capital loans to allow 

Alaskan processors to engage in price competitor 

anil attempt to maintain their market share.
Future transportation rates to Alaska mat 

reflect a grcatcr-than-rclativc change in compariso; 

to other costs due in large measure to the higher cost, 

of petroleum. If so, the transportation advantagi 

currently available to imported prepackaged mill 

may he reduced. If this situation develops, the com 
petirive position of Alaskan dairy farms and milk pro 
ccssors vir n-vis outside competitors will improve.

In conclusion, several points should be made 
The analysis presented is a reasonable approximatioj 
of present conditions in the Alaskan dairying industrv 

Although some of the data are estimates, they an 
based on relevant components of the dairy industr 
in other states.

There is risk associated with any action. Mow 

ever, if two conditions arc met, it is quite rcasonabit 

to believe that the dairy industry in the state cangrow 

First, individual farms must utilize best managemen 

practices.. Second, the processing sector must becomi 
more efficient. If the first is realized, milk productioi 
will increase. This will partially affect the second con 

dition with no action required by the processing see 
tor. Full realization of potential plant efficiency wii 

conic if processors take advantage of cost reduction 

available through installation of equipment utilizing 

new technology. With the prospect of a continuing 
industry and possible low-cost state loans, milk pro 
ccssors should be able to realize a high efficiency fo; 
the present size of plant.
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MEMORANDUM

To: Members of the Senate Ccrmittee on Resources

From: Conmittee Staff

Re: CSSB 26 (L&C), "Sale of Milk Products"

Rep. Martin has introduced a bill which would ensure that purchasers of 
milk products know when the product was processed.

Currently, the date on milk and cottage cheese cartons is there to tell 
grocers when to take it off the shelf. It does not indicate how long 
ago the milk has been processed. Consumers are left in the dark on the 
age and freshness of the milk product.

This bill is supported by DEC and DNR.

Included in your packet are:

Sponsor's memorandum relating to the cai.nittee substitute 
Sponsor's statement 
DEC position paper
Zero fiscal note on the ccnmlttee substitute 
Original fiscal note 
DNR position pape-

• V •*
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M E M O R A N D U M

To: S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s

From: Rep. M a r t i n

Date: M a r c h  3, 1987

Re: H B  26 - S a l e  o f  c e r t a i n  m i l k  o r o d u c t s

I w o u l d  l i k e  t o  t h a n k  y o u  f o r  y o u r  c o n s i d e r a t i o n  of  H B  26, a n d  
h o p e  y o u  w i l l  a c t  f a v o r a b l y  o n  it. A t t a c h e d  t o  t h i s  
m e m o r a n d u m  a r e  b a c k - u p  m a t e r i a l s  f o r  t h e  b i l l  i n c l u d i n g :

- S p o n s o r ' s  s t a t e m e n t
- D E C  p o s i t i o n  p a p e r  a n d  f i s c a l  n o t e s
- D N R  p o s i t i o n  p a p e r

M o s t  o f  t h e  d i f f e r e n c e s  b e t w e e n  t h e  o r i g i n a l  b i l l  a n d  t h e  
c o m m i t t e e  s u b s t i t u t e  a r e  e x p l a i n e d  b y  t h e  D E C  p o s i t i o n  p a p e r  
in w h i c h  t h e  d e p a r t m e n t  s u g g e s t e d  c h a n g e s  to  t h e  o r i g i n a l  
bill. H o w e v e r ,  a n  a d d i t i o n a l  c h a n g e  m a d e  in t h e  L & C  
s u b s t i t u t e ,  a n d  n o t  c o v e r e d  b y  t h e  D E C  p a p e r ,  is t h e  r e m o v a l  
o f  t h e  r e q u i r e m e n t  t o  i m p r i n t  t h e  d a t e  o n  w h i c h  t h e  m i l k  
p r o d u c t  c o u l d  b e  e x p e c t e d  t o  g o  sour. I t  w a s  t h i s  p r o v i s i o n  
t h a t  c a u s e d  D E C  t o  a t t a c h  its $ 9 0 0 0  f i s c a l  note, a n d  b y  
d e l e t i n g  it, t h e  b i l l  h a s  n o  f i s c a l  i m p a c t .  D e l e t i n g  t h i s  
r e q u i r e m e n t  s h o u l d  not, h o w e v e r ,  d i m i n i s h  t h e  i n t e n t  o f  t h e  
l e g i s l a t i o n .

F i n a l l y ,  t h e  b i l l  w a s  a m e n d e d  o n  t h e  H o u s e  f l o o r  to  m a k e  a 
n e c e s s a r y  t e c h n i c a l  c h a n g e  in t h e  d e f i n i t i o n s  s e c t i o n .  T h e  
f i r s t  CS i n c l u d e d  a d e f i n i t i o n  for t h e  p h r a s e  " d a t e  o f  
p r o c e s s i n g " ,  b u t  d i d  n o t  u s e  t h e  p h r a s e  in t h e  s u b s t a n t i v e  
p o r t i o n  o f  t h e  bill. T h e  d e f i n i t i o n  w a s  c h a n g e d  t o  a p p l y  t o  
t h e  w o r d  " p r o c e s s e d " ,  w h i c h  is u s e d  in t h e  bill.



S P O N S O R ' S  S T A T E M E N T  

H B  26

" A n  A c t  r e l a t i n g  to t h e  s a l e  o f  c e r t a i n  m i l k  p r o d u c t s . "

T h i s  c o n s u m e r  p r o t e c t i o n  b i l l  h a s  o n l y  o n e  s e c t i o n ,  w h i c h  
w o u l d  a d d  n e w  l a n g u a g e  t o  AS 1 7 . 0 5  ( S t a n d a r d s  o f  S a l e  f o r  F o o d  
a n d  Dr i n k ,  in t h e  F o o d  a n d  D r u g  Title) w h i c h  w o u l d  m a k e  it 
i l l e g a l  t o  s e l l  m i l k  and c o t t a g e  c h e e s e  u n l e s s  its c o n t a i n e r  
is c l e a r l y  m a r k e d  s h o w i n g  t h e  d a t e  t h e  p r o d u c t  w a s  p r o c e s s e d .

T h i s  r e q u i r e m e n t  w o u l d  n o t  a p p l y  t o  c a n n e d  m i l k ,  che e s e s ,  
i c e  c r e a m  o r  d e h y d r a t e d  milk. T h e  r e q u i r e m e n t  w o u l d  be 
e n f o r c e d  b y  DEC.

T h i s  b i l l  c a m e  a b o u t  s i m p l y  b e c a u s e ,  as  m i l k  p r o d u c t s  are 
n o w  m a r k e t e d ,  c a r t o n s  d i s p l a y  o n l y  t h e  d a t e  on w h i c h  the 
g r o c e r  s h o u l d  r e m o v e  t h e  c o n t a i n e r  f r o m  t h e  d a i r y  case. T h i s  
c a n  b e  a m b i g u o u s  to  t h e  buyer, p a r t i c u l a r l y  w h e n  p r o d u c e r s  
a d v e r t i s e  t h a t  t h e  p r o d u c t  is g o o d  for s o m e  t i m e  a f t e r  t h e  
d a t e  s t a m p e d .  T h e r e  is a f e d e r a l  r e q u i r e m e n t  t h a t  m i l k  
p r o d u c e r s  m u s t  e n c o d e  t h e  c o n t a i n e r  t o  i n d i c a t e  t h e  d a t e  of 
p r o c e s s i n g ,  b u t  s i n c e  e v e r y  m i l k  p r o d u c e r  u s e s  a d i f f e r e n t  
code, t h e y  p r o v i d e  n o  i n f o r m a t i o n  for c o n s u m e r s .

T h e  c h a n g e  p r o p o s e d  by H B  26 w o u l d  g i v e  t h e  c o n s u m e r  t h e  
i n f o r m a t i o n  n e c e s s a r y  t o  m a k e  a m o r e  i n f o r m e d  p u r c h a s e ,  b y  
s h o w i n g  e x a c t l y  w h a t  d a y  the p r o d u c t  w a s  p u t  i n t o  t h e  
c o n t a i n e r .  K n o w i n g  as m u c h  as p o s s i b l e  a b o u t  t h e  p r o d u c t ' s  
f r e s h n e s s  a t  t h e  t i m e  a p u r c h a s e  is c o n s i d e r e d ,  a n d  b e i n g  able 
t o  e s t i m a t e  h o w  l o n g  it w i l l  s t a y  fresh, s h o u l d  a l l e v i a t e  
c o m p l a i n t s  a m o n g  c o n s u m e r s .

dTCV P ' S  jY I E K T
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Contact :  Douglas Donegan

POSITION PAPER 
HB 26

T i t l e :

An Act r e l a t i n g  t o  the  s a l e  of c e r t a i n  milk products  

E f f e c t  o f  t h e  B i l l

This b i l l  r e q u i r e s  t h a t  a l l  milk products  so ld  in Alaska con ta in  a date  
of " p r o c e s s in g 1* and a date  upon which t h e  product becomes " u n f i t  f o r  human 
consumption."

Department P os i t io n

The Department suppor t s  the  i n t e n t  of HB 26. The l ab e l in g  requirements  
wi l l  p rov ide  consumers with p e r t i n e n t  in form at ion  necessary  t o  make 
informed d e c i s io n s  regard ing  th e  r e l a t i v e  f r e sh n e s s  and s h e l f - l i f e  of 
t h e i r  milk product p u rch ase s .

I f  t h e  b i l l  becomes law ,  DEC would analyze approximate ly  6 samples per 
week t o  confirm by l a b o r a t o r y  a n a l y s i s  the  accuracy  of the  "use -befo re"  
d a t e .  DEC would monitor t h e  accuracy o f  "process ing"  d a t e  of i n - s t a t e  
p ro cesso r s  a t  milk p ro ce ss ing  f a c i l i t i e s .  Accuracy of “p rocess ing"  date  
for  milk  p roducts  produced o u t s id e  of Alaska w i l l  be confirmed by 
moni to r ing  shipment d a te s  of incoming milk products  and date o f  "p rocess ing"  
on t h e  c o n t a i n e r s .

Suggested Revisions

While DEC suppor ts  the  o v e ra l l  approach,  some m o d i f ic a t io n  i s  needed to 
make i t  workable .  The term "date of p rocess ing"  needs to  be d e f i n e d .  The 
Department recommends t h a t  d a t e  of  p rocess ing  be_defined as " th e  e a r l i e s t  
da te  upon which the  milk product has been jheat  _treated ^ n  any manner such 
as p a s t e u r i z a t i o n . "  This d e f i n i t i o n  i s  suggested because t h e i r  «.re 
s ev e ra l  s t e p s  in  the  p roduct ion  o f  milk products  which could be cons idered  
"p roces s in g "  and t h i s  d e f i n i t i o n  w i l l  e l im i n a t e  p o t e n t i a l  a m b ig u i t i e s .

The term " u n f i t  fo r  human consumption" a l s o  needs a d e f i ' i i t i o n .  The 
Department suggests  t h a t  t h i s  term be def ined  as "when the  milk product 
e x h i b i t s  o rg a n o le p t i c  o r  m ic ro b io lo g ica l  evidence of spo i la ge  rendering  
i t  unaccep tab le  for  human consumption as determined by the  Department 's  
Environmental  Health l a b o r a t o r y . "

The d e f i n i t o n  of "milk product"  should a lso  exclude a l l  " cu l tu red"  milk 
p roducts  in c lu d in g  sour  cream and y o g u r t .
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Fisca l  E f f e c t

The Department would moni tor  mi lk  products  to  de te rm ine  compliance wi th  
t h e  l a b e l i n g  r eq u i rem en ts .  This  would inc lude  e v a l u a t i n g  t h e  accu racy  of 
t h e  " u n f i t  f o r  human consumption" d a t e .  During r o u t i n e  i n s p e c t i o n s  g rocery  
and d a i ry  i n s p e c t i o n s ,  DEC s a n i t a r i a n s  would c o l l e c t  milk samples and 
send them t o  t h e  D i v i s i o n ’s environmental  h e a l th  l a b o r a t o r y  f o r  a n a l y s i s .  
The sample c o l l e c t i o n  and a n a ly se s  could be performed with e x i s t i n g  s t a f f .  
Consequently ,  t h e  only a d d i t i o n a l  monies necessa ry  would be f o r  sample 
c o n t a i n e r s ,  sample shipment,  gel i c e ,  l a b o r a to ry  s u p p l i e s  and equipment ‘ 
inc lud in g  glassware  and media,  and a r e f r i g e r a t o r  w i th  a t em p era tu re  
r ecord ing  d ev ic e .  The Department a n t i c i p a t e s  t h a t  in c r e a s e d  c o s t s  would 
be $9,500 the  f i r s t  y ea r  and $7,000 per  y e a r  t h e r e a f t e r .
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Contractual monies will purchase six sample shipments/week to Palmer Labora 
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DEPARTM ENT OF NATURAE RESOURCES
OFFICE OF THE COMMISSIONER

STEVE COWPER, GOVERNOR

400 WILLOUGHBY AVE. 
JUNEAU. ALASKA 99801 
PHONE: (907) 465-2400

F e b r u a r y  17, 1987

The H o n o r a b l e  A d e l h e i d  H e r r m a n n ,  C o - C h a i r
The H o n o r a b l e  Sam C o t t e n ,  C o - C h a i r
H o u s e  R e s o u r c e s  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. B o x  V
C u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e s  H e r r m a n n  a n d  C o t t e n :

S u b j e c t : The C o m m i t t e e  S u b s t i t u t e  (Labor and C o m m e r c e )  for H o u s e  
B i l l  26, r e l a t i n g  to the s a l e  o f  m i l k  p r o d u c t s .

P o s i t i o n : The D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  s u p p o r t s  this b i l l
w h i c h  w o u l d  r e q u i r e  t h e  d a t e  o f  p r o c e s s i n g  to  be 
d i s p l a y e d  on m i l k  p r o d u c t s  s o l d  in A l a s k a .

B a c k g r o u n d : S i n c e  1985, the S t a t e  of A l a s k a  has o w n e d  a n d  o p e r a t e d  
the M a t a n u s k a - M a i d  Dairy. T h i s  bi l l  w o u l d  r e q u i r e  the 
d a i r y  to  d i s p l a y  o n  c o n t a i n e r s  the d a t e  t h a t  m i l k  and 
m i l k  p r o d u c t s  are p r o c e s s e d .  C u r r e n t l y ,  the "pull- 
d a t e "  is the only d a t e  d i s p l a y e d  o n  m i l k  p r o d u c t s  s o l d  
in t h e  state. T h i s  is the d a t e  i d e n t i f i e d  by  the 
p r o c e s s o r  as the last d a t e  the m i l k  s h o u l d  be  o f f e r e d  
for sale.

C o n s u m e r s  w o u l d  b e n e f i t  f r o m  t h i s  b i l l  b e c a u s e  it w o u l d  
p r o v i d e  an  a d d i t i o n a l  g u i d e l i n e  for c o n s u m e r s  to use 
w h e n  s e l e c t i n g  m i l k  o r  m i l k  p r o d u c t s .

S o m e .c o n s u m e r s  p r e f e r  b u y i n g  m i l k  t h a t  w i l l  last for a 
long p e r i o d  of t i m e  a f t e r  it is p u r c h a s e d .  T h e  
" p u l l - d a t e "  is the g u i d e l i n e  t h a t  is p r o b a b l y  m o s t  
i m p o r t a n t  to this ty p e  of c o n s u m e r .

O t h e r  c o n s u m e r s  u s e  m i l k  p r o d u c t s  q u i c k l y  and are m o r e  
i n t e r e s t e d  in the f r e s h n e s s  of the p r o d u c t  t h a n  in the 
l e n g t h  o f  time it w i l l  keep. D i s p l a y i n g  the m i l k  
p r o d u c t ' s  p r o c e s s i n g  d a t e  o n  t h e  c o n t a i n e r  w i l l  a s s i s t  
this t y p e  of c o n s u m e r  in s e l e c t i n g  t h e  f r e s h e s t  p r o d u c t .
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House R esources  Committee - 2 - February  17, 1987

P l e a s e  let me k n o w  ir y o u  w o u l d  like a d d i t i o n a l  i n f o r­
m a t i o n  a b o u t  th i s  m a t t e r .

iflncerely,

ludith M. Bra 
^ C o m m i s s i o n e r

m b e r scc: C o m m i t t e e
S p o n s o r
G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n
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