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Dairy Policies WorldwideDairy Policies Worldwide

Market Market interventionintervention and and farmfarm
incomeincome policiespolicies
PoliciesPolicies to to improveimprove productionproduction
and and marketingmarketing structuresstructures
ConsumptionConsumption policiespolicies
PoliciesPolicies regardingregarding international international 
tradetrade

Prevailing TrendsPrevailing Trends

WithdrawalWithdrawal of of governmentsgovernments fromfrom
directdirect interventionsinterventions and and productproduct
relatedrelated subsidiessubsidies
Trade Trade liberalizationliberalization
Promotion of Promotion of dairydairy consumptionconsumption in in 
manymany countriescountries
ImprovingImproving productionproduction, , processingprocessing
hygienehygiene and and foodfood safetysafety

European Union: 
A Policy in Transition

European Union: 
A Policy in Transition

Reform of Reform of thethe EUEU--Market Market 
Regime:Regime:
First First decisionsdecisions in 1999 in in 1999 in 
Berlin (Agenda 2000)Berlin (Agenda 2000)
MidMid--termterm reviewreview decisionsdecisions, , 
LuxembourgLuxembourg, , JuneJune 20032003

Elements of the EU Dairy
Reform

Elements of the EU Dairy
Reform

Elimination of Elimination of thethe targettarget priceprice
ReductionReduction of of interventionintervention
pricesprices
PhasingPhasing out of out of subsidiessubsidies
IntroductionIntroduction of of directdirect paymentspayments
QuotasQuotas untiluntil 2014/152014/15

Intervention DetailsIntervention Details

Butter Butter interventionintervention priceprice down in down in 
4 4 stepssteps byby a total of 25 % a total of 25 % 
CeilingCeiling forfor butterbutter interventionintervention
steppedstepped down to down to finallyfinally 30.000 30.000 
tonnestonnes
SMP SMP interventionintervention down down byby 15 %15 %



20

25

30

35

1992 1994 1996 1998 2000 2002 2004 2006 2008

Support of the Ex-Farm Milk Price by
Intervention and Average EU Price 

of Milk @ 3.7% Fat, EUR/100kg
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Butter -25%

SMP -15%

Ceiling of 
Butter 
intervention

*)1.5% of *)1.5% of prospectiveprospective EU EU productionproduction

Direct PaymentsDirect Payments

InitiallyInitially to to compensatecompensate forfor farmfarm
milk milk priceprice reductionsreductions
After After decouplingdecoupling onlyonly limitedlimited to to 
thethe areaarea, , oror thethe farmfarm, , regardlessregardless
of of anyany (milk) (milk) productionproduction, and in , and in 
mostmost countriescountries also also availableavailable to to 
non non dairydairy relatedrelated areasareas
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Direct Payments for Dairy Farmers

(EUR/100 kg of milk 
quota)

Decoupling Policy: Payments will be decoupled from production

Terminology of Direct
Payments

Terminology of Direct
Payments

DecouplingDecoupling::
OnceOnce thethe annualannual paymentpayment isis fixedfixed
itit will will bebe grantedgranted regardlessregardless of of 
thethe sizesize of of thethe individualindividual milk milk 
productionproduction ((providedprovided „cross „cross 
compliancecompliance“ “ conditionsconditions areare
respectedrespected))

Terminology of Direct
Payments

Terminology of Direct
Payments

Cross Cross ComplianceCompliance::
TakingTaking carecare of of environmentalenvironmental
issuesissues
AnimalAnimal healthhealth and and animalanimal well well 
beingbeing



Terminology of Direct
Payments

Terminology of Direct
Payments

Modulation:Modulation:
DedicationDedication of of somesome sharesshares of of thethe
moneymoney whichwhich was was intendedintended
initiallyinitially forfor directdirect incomeincome supportsupport
forfor thethe developmentdevelopment of of thethe „„RuralRural
AreaArea“ (Second “ (Second pillarpillar of of thethe CAP: CAP: 
infrastructureinfrastructure, , improvingimproving touristictouristic
attractivenessattractiveness etc...)etc...)

Terminology of Direct
Payments

Terminology of Direct
Payments

PaymentPayment schemesschemes::
Single Single farmfarm paymentpayment (SFP)(SFP)
Single Single areaarea paymentpayment schemescheme
(SAPS) (SAPS) possiblepossible untiluntil 20082008
Single Single paymentpayment schemescheme (SPS) (SPS) 

Decoupling of Direct
EU Payments

Decoupling of Direct
EU Payments

VoluntaryVoluntary fromfrom 2005 on,2005 on,
CompulsaryCompulsary fromfrom 20072007

Different models, ending up in Single Farm 
Payment scheme (SFP)

•Historical (linked to the farm according the
Milk Quota, eventually slaughter premiums)
•Hybrid (Partly linked to the quota and to the
area)

•Static hybrid: Fixed
•Dynamic hybrid: Gradually changing from
historical to full flat rate 

Decoupling of Direct
EU Payments

Decoupling of Direct
EU Payments

Different Different schedulesschedules forfor thethe final final integrationintegration
intointo thethe singlesingle farmfarm paymentpayment (SFP)(SFP)

Historical Static
hybrid

Dynamic
hybrid

Austria, Belg,, 
France, Greece, 
Ireland, Italy, 
Netherlands, 
Portugal, 
Spain, 
Scotland, 
Wales

Denmark, 
Luxemb., 
Sweden, 
Northern 
Ireland, 

Finland, 
England, 
Germany

Regional 
differentiation in 
Germany and 
Finland

Short Term ImpactsShort Term Impacts

High High demanddemand forfor milk milk quotasquotas beforebefore
thethe deadlinedeadline forfor thethe final final fixingfixing of of thethe
individualindividual paymentpayment
ConsequentlyConsequently high high quotaquota pricesprices

Medium  Term Market 
Impacts

Medium  Term Market 
Impacts

HigherHigher volatilityvolatility of of pricesprices
Problems Problems areare expectedexpected in in particularparticular in in 
thethe marketmarket of of butter(fatbutter(fat))
AttractivenessAttractiveness of of thethe EU EU marketmarket forfor
importsimports will will becomebecome moremore volatilevolatile
CompetitivenessCompetitiveness of of thethe EU EU marketmarket in in 
exportsexports will also will also bebe subjectsubject to to strongstrong
fluctuationsfluctuations



Long Term ImpactsLong Term Impacts

Open Open questionsquestions::
WhatWhat will will bebe thethe responseresponse of  of  thethe half half 
millionmillion of of dairydairy farmersfarmers in in thethe EU15 EU15 
(and (and aroundaround anotheranother half half millionmillion in in thethe
newnew MemberMember Countries), Countries), everyoneeveryone in a in a 
veryvery individualindividual economiceconomic and and socialsocial
situationsituation ? ? 
HowHow muchmuch, , wherewhere and and byby whomwhom will milk will milk 
bebe producedproduced in in thethe futurefuture? ? 

New Member StatesNew Member States

TheyThey areare offeredoffered thethe simplifiedsimplified systemsystem, , 
(SAPS) (SAPS) fromfrom thethe beginningbeginning, , takingtaking intointo
accountaccount administrative administrative difficultiesdifficulties and and thethe
latelate introductionintroduction of of quotasquotas in Poland and in Poland and 
SloveniaSlovenia
all all exceptexcept Malta and Malta and SloveniaSlovenia havehave
acceptedaccepted SAPSSAPS

Dairy Policy Impacts of EU -
Enlargement

Dairy Policy Impacts of EU -
Enlargement

Adoption of Adoption of thethe EU EU marketmarket regimeregime
-- IntroductionIntroduction of milk of milk quotasquotas
-- -- PartlyPartly realizedrealized
-- IntroductionIntroduction of of interventionintervention measuremeasure
-- -- no no purchasepurchase of of butterbutter and and smpsmp so farso far
-- -- modestmodest applicationsapplications forfor subsidiessubsidies
-- -- quotasquotas in in mostmost countriescountries, , butbut notnot yetyet

allocatedallocated in Poland and in Poland and SloveniaSlovenia

Policies in Europe outside EUPolicies in Europe outside EU

SwitzerlandSwitzerland: : 
Milk Milk quotasquotas in in thethe 2003/04 2003/04 marketingmarketing
yearyear reducedreduced byby 2,5 % to 2,5 % to stabilizestabilize thethe
pricesprices. . 
ResponsubilityResponsubility forfor quotasquotas sincesince May May 
2004 in 2004 in handshands of of industryindustry bodiesbodies
QuotasQuotas scheduledscheduled untiluntil May 2009May 2009

Policies in Europe outside EUPolicies in Europe outside EU

NorwayNorway: : 
TargetTarget priceprice of milk has of milk has beenbeen
increasedincreased byby 2 %.2 %.
CeilingCeiling of of thethe quotaquota forfor a a singlesingle
farmfarm nownow increasedincreased fromfrom 250.000 250.000 
to 375.000 to 375.000 litreslitres per annum.per annum.

USA: Farm Bill extended until
2007

USA: Farm Bill extended until
2007

MILC: Milk Income MILC: Milk Income lossloss Programme Programme 
compensatescompensates farmersfarmers forfor incomeincome
losseslosses whenwhen pricesprices fall fall belowbelow a a 
certaincertain levellevel
TemporaryTemporary measuresmeasures forfor draughtdraught
affectedaffected areasareas



USA: Market RegulationUSA: Market Regulation

Market still Market still splitsplit in in manufacturingmanufacturing
milk and „Federal Market Orders“, milk and „Federal Market Orders“, 
and and specialspecial regulationregulation forfor CaliforniaCalifornia
Support Support pricesprices of SMP of SMP areare closeclose to to 
worldworld marketmarket levelslevels
Special Special disposaldisposal of CCC of CCC stocksstocks of of 
SMP SMP mainlymainly in in thethe domesticdomestic marketmarket

Two Categories of Direct
Payments

Two Categories of Direct
Payments

ConstantConstant paymentspayments forfor expectedexpected
priceprice reductionsreductions fromfrom supportsupport cutscuts
(EU,…)(EU,…)
TheThe typicaltypical deficiencydeficiency paymentpayment: : 
TemporaryTemporary compensationcompensation forfor priceprice
reductionsreductions fromfrom unfavorableunfavorable marketmarket
situationssituations (USA) (USA) 

Russia/UkraineRussia/Ukraine

RussianRussian policypolicy notnot consistentconsistent::
EffortsEfforts to to curbcurb importsimports byby veterinaryveterinary
measuresmeasures, , butbut reducedreduced domesticdomestic
productionproduction of 2004 of 2004 isis a a reasonreason forfor
growinggrowing importsimports
Ukraine: Ukraine: policypolicy aimingaiming at at supportingsupporting
large large scalescale establishmentsestablishments withwith
higherhigher productivityproductivity and and improvedimproved
hygienehygiene conditionsconditions

Canada: Quotas and Support 
Prices

Canada: Quotas and Support 
Prices

Market Market SharingSharing QuotasQuotas (MSQ) (MSQ) forfor industrialindustrial
milk has milk has beenbeen steppedstepped up to 48,7 up to 48,7 millionmillion kg kg 
of of butterfatbutterfat..
Support Support pricesprices of of butterbutter and and smpsmp increasedincreased
byby 3,5 % on 3,5 % on FebruaryFebruary 1, 20041, 2004
SurplusSurplus disposaldisposal in in thethe domesticdomestic marketmarket
AssistanceAssistance forfor farmersfarmers sufferingsuffering fromfrom thethe
BSE BSE problemsproblems byby Federal and  Federal and  ProvincialProvincial
authoritiesauthorities..

India: Health and Safety in FocusIndia: Health and Safety in Focus

„„Milk and Milk Milk and Milk productsproducts order of 1992“, :  order of 1992“, :  
ControlControl of of DairyDairy ProcessorsProcessors

Milk Milk PowdersPowders underunder ControlControl of Bureau of Bureau 
of Indian Standardsof Indian Standards

„„PreventionPrevention of Food Alteration of Food Alteration ActAct“ : “ : 
qualityquality controlcontrol of of importsimports

-- „Export of Milk „Export of Milk ProductProduct RulesRules“: “: qualityquality
controlcontrol of of exportsexports

China: Improving of Production, 
Processing and Consumption

China: Improving of Production, 
Processing and Consumption

Support to coSupport to co--operative operative keepingkeeping of  of  
dairydairy cowscows
Support to Support to otherother farmsfarms of of coco--operationoperation
in in dairydairy farmingfarming
ControlControl of milk of milk processingprocessing
StrongStrong campaignscampaigns to to improveimprove nutritionnutrition
of of consumersconsumers byby officialofficial promotionpromotion of of 
dairydairy productsproducts consumptionconsumption



Japan: Improving of Market Conditions and 
Production Structures

Japan: Improving of Market Conditions and 
Production Structures

EstablishingEstablishing of a of a pricingpricing systemsystem whichwhich reflectsreflects thethe
marketmarket conditionsconditions and  and  securessecures dairydairy farmingfarming
to to improveimprove thethe farmingfarming structurestructure to to achieveachieve higherhigher
effectivenesseffectiveness
RestructuringRestructuring of of thethe dairydairy industryindustry

EnvisagedEnvisaged forfor 2005: 2005: Basic Basic policypolicy to plan to plan thethe
modernizationmodernization of of dairydairy and and beefbeef farmingfarming

LaterLater: : DirectDirect paymentspayments??
OtherOther objectivesobjectives: : EnvironmentalEnvironmental improvementimprovement of of 

thethe livestocklivestock industriesindustries

Mexico: Strong Dependance 
on Imports

Mexico: Strong Dependance 
on Imports

PolicyPolicy aimingaiming at at moremore
preferencepreference forfor domesticdomestic
productionproduction
ProgammesProgammes to to improveimprove
qualitiesqualities in in thethe „formal“ „formal“ 
sectorsector

AustraliaAustralia

Analysis: Analysis: Price Price determinationdetermination in in 
thethe foodfood industryindustry
Change of Change of assortmentassortment
towardstowards higherhigher addedadded valuevalue
productsproducts (West (West AustraliaAustralia))
Free Free tradetrade negotiationsnegotiations withwith
thethe U.S.U.S.

New ZealandNew Zealand

Incorporation of Incorporation of thethe dairydairy
sectorsector intointo thethe AnimalAnimal
ProductsProducts ActAct ((replacingreplacing olderolder
legislationlegislation))
Free Free tradetrade negotiationsnegotiations withwith
ChinaChina

Brazil, Peru: Social food
programmes

Brazil, Peru: Social food
programmes

HigherHigher demanddemand isis resultingresulting fromfrom
programmesprogrammes of of improvingimproving
overalloverall nutrtionnutrtion
SimilarSimilar activitiesactivities elsewhereelsewhere in in 
Latin AmericaLatin America

Trade Related IssuesTrade Related Issues

MultilateralMultilateral
BilateralBilateral
UnilateralUnilateral

Efforts to achieve progress in WTO II
Reduction of exports subsidies



Unilateral MeasuresUnilateral Measures

IncreasedIncreased marketmarket accessaccess::
Iran Iran resumingresuming fetafeta importsimports
DutyDuty reductionsreductions byby AlgeriaAlgeria forfor
wheywhey powderpowder

bbButBut also also importimport restrictingrestricting
measuresmeasures ((ColombiaColombia,, EgyptEgypt, , 
TanzaniaTanzania))

Bilateral AgreementsBilateral Agreements

Free Trade Agreements (FTA): Free Trade Agreements (FTA): AustraliaAustralia ––
Thailand Thailand fromfrom 20052005
FTA FTA AustraliaAustralia –– US in US in preparationpreparation (and (and manymany
othersothers withwith minorminor impactsimpacts forfor thethe dairydairy
sectorsector))
FTA FTA negotiationsnegotiations and and coco--operationoperation NZ NZ --
ChinaChina
NZ  NZ  -- RussiaRussia: Maximum : Maximum levelslevels forfor dairydairy tariffstariffs
EU EU –– SwitzerlandSwitzerland:  Schedule :  Schedule forfor unrestrictedunrestricted
tradetrade 20072007
EU EU –– EgyptEgypt: : ReducedReduced tariffstariffs forfor EU EU cheesecheese
exportsexports

SourcesSources

IDF National IDF National CommitteesCommittees
FAO, FAO, contributioncontribution of Michael Griffin of Michael Griffin 
to to thethe World World DairyDairy Situation 2004Situation 2004
AGRA AGRA InformaInforma Ltd.,  Ltd.,  CAP MonitorCAP Monitor
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