
A long time ago, in a Federal Milk 
Order system far different from today, 
the calculation of each dairy farmer's 
monthly “pay price” was a relatively 
straightforward task.  In the era prior 
to the advent of multiple component 

pricing, each Federal Milk Order (FMO) announced a single 
producer pay price known as the Uniform Price.  This 
price, also known as the "Blend" Price, was applicable to 
all producer milk with only one adjustment - the Butterfat 
Differential.  This adjustment was applicable to each 
producer’s per hundredweight price based upon the 
butterfat content of milk marketed.  In this bygone era, each 
producer could readily make revenue comparisons by simply 
examining monthly Uniform Prices (adjusted for variances in 
butterfat content).

Congressionally-mandated FMO reforms were implemented 
on January 1, 2000.  Consolidation and reduction of FMOs from 31 to 11 was one major feature of this reform1.  The 
elimination of Uniform Prices adjusted by the Butterfat Differential was another significant change attributable to FMO 
reform2.   Four of the post-reform FMOs continued pricing two components - skim and butterfat - and these Orders 
continued to announce a Uniform Price.  However, this price was based on a per hundredweight Uniform Skim Price 
and a per pound Uniform Butterfat Price, rather than a per hundredweight price adjusted by the Butterfat Differential.  
The remaining seven Orders implemented a multiple component pricing system based on per pound prices for 

butterfat, protein, and other solids.  These seven FMOs 
also included a Producer Price Differential (PPD) applied 
on a per hundredweight basis.  Four of these Orders also 
incorporated a per hundredweight adjustment based on the 
somatic cell count of producer milk.

The Central FMO is one of the four post-reform Orders that 
implemented multiple component pricing with a somatic cell 
adjustment factor.  Revenue calculations for Central Order 
producers must include all priced components to accurately 
reflect total revenue generated.  Failure to include all 
components can result in erroneous revenue estimations 
since prices for the various components often run counter 
to one another, as illustrated by the top graph on page 1.  
The bottom graph on page 1 depicts effective annual pay 
prices for a "typical" Central Order producer3 using all the 
component prices depicted in the top graph on page 1. 
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Calculating a "Pay Price"
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What about the PPD ???  The PPD represents, on 
a per hundredweight basis, total dollars accumulated 
by the marketwide pool minus the amount paid to 
producers for priced components.  The value of milk 
used in Class I is usually the largest contributor to 
the PPD.  Although the PPD tends to receive the 
most attention, it is only one part of a producer's 
total revenue equation.  Over the past 138 months 
(January 2014 - June 2025), the PPD's proportion of 
a "typical" Central Order producer's total revenue was 
less than 1%, as indicated by the bottom graph on this 
page.

The graphics and table in this bulletin illustrate 
how the PPD relates to dairy producers' FMO pay 
price.  Examining only one particular milk check 
component may yield inaccurate impressions.  Often 
when the PPD declines, total revenue increases 
due to changes in the other priced components.  
For example, the largest monthly decrease in the 
PPD was $7.61 between May and June 2020.  The 
corresponding change in total revenue for our "typical" 
producer, however, was an increase of over $11,500.  
Moreover, July 2020 saw the lowest PPD during this 
period yet the month to month revenue increased 
nearly $14,500.  Circumstances such as these make 
it necessary to understand how each component in 
a milk check is priced and how these prices relate to 
one another.  Relationships among the FMO priced components are illustrated by the graphics and tables in this 
bulletin.

Central FMO Component Prices:   The top graph on this page details movements in the PPD versus total 
revenue for our "typical" producer from January 2014 through June 2025.  A sample format used in calculating 
total producer revenue is provided below the graph on page 3.  As previously noted, changes in the PPD and total 
revenue are not highly correlated and often move in opposite directions.  The lower graph on this page provides 
data regarding the proportion of total value represented by each priced component from January 2014 through 

June 2025.  As indicated, butterfat (51.08%) 
and protein (40.28%) have accounted for 
just over 91% of our "typical" Central Order 
producer's total revenue in the last ten years.
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Jan 2014 thru Jun 2025 1 The number of FMO was further reduced to 10 in April 

2004 with the termination of the Western Order.  With the 
addition of the California Order in November 2018, there 
are now 11 FMOs.   

2 Several FMOs discontinued using Uniform Prices 
adjusted by the Butterfat Differential prior to FMO reform.

3 Using averages from the last 10 years a "typical" 
producer is defined as follows :
	 Monthly Marketings  –  550,000 pounds		
	 Butterfat test  –  3.95%				  
	 Protein test  –  3.21%				  
	 Other Solids test –  5.78%				 
	 Somatic Cell Count  –  204,000
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Calculating Total Revenue and a Pay Price

Assume a dairy	 550,000 pounds of marketings		  June '25 Prices:
producer with:	 3.95% Butterfat test				   $2.7378 /lb
			   3.21% Protein test				    $2.5328 /lb
			   5.78% Other Solids test			   $0.2914 /lb
			   Producer Price Differential (PPD)		 $0.47 /cwt
			   204,000 Somatic Cell Count		  $0.00097 /100,000 cells /cwt

								        Component		  June '25
			   Average	 Hundred-		  Pounds		  Component	          Total
Component		  Tests		  Weights		  Marketed		  Prices                    Value

Butterfat		  3.95	 x	 5,500		  =	 21,725	 x       $2.7378    =     $59,478.71
Protein		  3.21	 x	 5,500		  =	 17,655	 x       $2.5328    =     $44,716.58
Other Solids		  5.78	 x	 5,500		  =	 31,790	 x       $0.2914    =     $  9,263.61
PPD					     5,500					     x	   $0.47    =     $  2,585.00
Somatic Cell Count   250,000
  (Calculate Adjuster)
    (350-204=146)   	    146	 x   $0.00087		  =	 $0.13		  x	     5,500    =	      $715.00

		  Total Federal Order Value of Milk Marketed:  June 2025 ....................... $116,758.90
	 	 	 Effective Price per Hundredweight ....................................................... $21.23

Note: The Central Order June 2025 Statistical Uniform Price was announced at $19.29.  This price is published at 3.50% Butterfat, 2.99% 
Protein, and 5.69% Other Solids.  Individual producers should be aware their price can vary from the announced Statistical Uniform Price.  
In the above example the price is $1.94 above the published price.
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	 Jul '25	 Jun '25	 Jul '25	 Jun '25	 Jul '25	 Jun '25
Northeast	 20.56	 20.16	 3.24	 1.34	 26.55	 26.06
Appalachian	 23.24	 21.94	 -----	 -----	 71.71	 67.82
Florida	 24.38	 22.94	 -----	 -----	 79.32	 77.31
Southeast	 23.68	 22.18	 -----	 -----	 73.68	 66.23
Upper Midwest	 17.95	 19.10	 0.63	 0.28	 6.65	 6.45
Central	 19.30	 19.29	 1.98	 0.47	 26.42	 28.14
Mideast	 19.67	 19.37	 2.35	 0.55	 31.77	 28.83
California	 18.80	 18.93	 1.48	 0.11	 19.44	 16.10
Pacific Northwest	 18.91	 18.88	 1.59	 0.06	 19.83	 20.84
Southwest	 19.40	 19.34	 2.08	 0.52	 24.50	 37.39
Arizona	 19.49	 19.00	 -----	 -----	 33.23	 31.25
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In accordance with Federal civil rights law and U.S. Department of Agriculture (USDA) civil rights regulations and policies, the USDA, its Agencies, offices, and 
employees, and institutions participating in or administering USDA programs are prohibited from discriminating based on race, color, national origin, religion, 
sex, disability, age, marital status, family/parental status, income derived from a public assistance program, political beliefs, or reprisal or retaliation for prior 
civil rights activity, in any program or activity conducted or funded by USDA (not all bases apply to all programs). Remedies and complaint filing deadlines vary 
by program or incident. Persons with disabilities who require alternative means of communication for program information (e.g., Braille, large print, audiotape, 
American Sign Language, etc.) should contact the responsible Agency or USDA's TARGET Center at (202) 720-2600 (voice and TTY) or contact USDA through the 
Federal Relay Service at 711. Additionally, program information may be made available in languages other than English. To file a program discrimination complaint, 
complete the USDA Program Discrimination Complaint Form, AD-3027, found online at How to File a Program Discrimination Complaint and at any USDA office or 
write a letter addressed to USDA and provide in the letter all of the information requested in the form. To request a copy of the complaint form, call (866) 632-9992. 
Submit your completed form or letter to USDA by: (1) mail: U.S. Department of Agriculture, Office of the Assistant Secretary for Civil Rights, 1400 Independence 
Avenue, SW, Washington, D.C. 20250-9410; (2) fax: (202) 690-7442; or (3) email: program.intake@usda.gov. USDA is an equal opportunity provider, employer, and 
lender.


