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Duties & subsidies: 

Evil for the dairy world market ? 
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Institut de l’Elevage: 
a specialized R&D organization 
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Economics Dpt 

• Markets analysis:  
2 monthly publications 
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• Markets analysis:  

1 quaterly publication 

About animal production 
& Feed in China 
(collaboration with Ifip 
& Itavi = ABCIS) 
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1.  Expansion of the World Dairy market: first drived by 
local consumption.  

2.  Custom duties, tariffs rate quotas... Some impacts 
on the World Dairy Trade 

3.  Subsidies at the farm level and their impact on dairy 
farms returns in 2015 

4.  The CAP implementation in different EU countries 
and different implicit philosophies 

5.  Some measures to mitigate the present crisis. 

 

 

Plan of my speech 
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A sharp increase in the dairy consumption… 
first fed by local productions 

All milks : cows, buffaloes, ewes, goats 
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But also an increase in World dairy trade 

 
WMP 
 
Cheese 
 
SMP 
 
Whey 
 
Butter 
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Always the same main suppliers since 2000 

No real new comers… 
 
NZ, the EU and the US dominate even 
more the market than 15 years ago 
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According to the FAO/OECD outlook,  

this would’nt change in the next 10 years 
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Source : OCDE/FAO (2015), « Perspectives agricoles de l’OCDE et de la FAO »,  

Butter Whole milk powder 
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But more & more destinations 

Cheese importers 

SMP importers 

Whey importers 
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A large range of tariffs… 



Bardolino– Dairy Forum – October 11 2016 www.idele.fr 13 

 

How much tariffs matter: Example of SMP 

New Zealand exports 

Mostly similar tariffs applied for SMP from France and NZ, with the exceptions of : 
 EU member states = duty free for French SMP 
 China as a consequence of a China/NZ FTA signed in 2008 

 Higher trade from NZ to South Est Asia despite similar tariffs (except China) 
 Higher trade from France to Africa 

 

French exports in 2014 NZ Exports in 2014   

Source: GEB-Institut de l’Elevage according to TradeMap 
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The impact of FTA (China-NZ from 2007) on competition 
Quite different from a product to another 

Influence of many other 
factors as: 
• Specialisation 
(Hard cheese -> whey) 
• Logistic 
• Market dynamics… 

 

Source: 
DG Agriculture and 
Rural Development 
Analysis of trade and 
international policies 
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Ex of Chinese imports of Infant Formula 
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Chinese imports of infant formulas 
(190110) 

EU-28 

New-Zealand 

Australia 

Singapour 

South korea 

USA 

Despite higher tariffs for EU products in China compared with NZ ones,  
only EU imports have increased its exports for 6 years  

Source: GEB-Institut de l’Elevage according to TradeMap 
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EU import demand and tariff rate quotas 

The 2 most important EU tariff rate quotas are far from being filled, notably for butter 

tons 
tons 

Tariff in quota: 21 €/100 kg net 
MFN:               167,10 €/100 kg net 

Tariff in quota: 70 €/100 kg net 
MFN:               189,60 €/100 kg net 
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 At a « reasonable » level, tariffs are not the major barrier to trade… 

 …if transparent & predictable… 

 … facing other factors as change rates, or all kinds of Non Tariff Barriers as 
sanitary measures (embargos…) 

Conclusion about tariffs… 
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 Direct supports at farm level: Green (ex decoupled)/Blue (coupled, but ceiling) 
/Orange boxes at the WTO level.  
Only focus there, but many other kinds… 

A large range of possible supports for 
the dairy industry 

Sectorial policies: Market measures as tariffs, but also storage, credit exports… 
Support for promotion campaigns in the country or abroad…  
Support for specific investments along the industry chain… 

 

Global policies: Public investments in logistic (ports, roads…); training…; 
research…; opening new markets… 

 

 Global policies at the consumer level: subsidies to help the people to « buy 
local »; sometime maximum retail price or export tax (ex: ARG) 
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Level of supports in « typical farms » in 2015 

CH   
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EU Agri budget evolution 

2nd pillar 

 1rst pillar 

Globally, 2020/2013 :  

-10% in real € 
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1. 1st & 2nd pillar possible transfer 

2. Convergence for decoupled supports: which level ? National 
or regional ? 

3. Redistributive additional payment for first ha (to support 
more small and medium farms) 

4. Recoupling (800 M€ in UE) 

5. 2nd pillar priorities 

6. Young Farmers additional support: 1% ou 2% of 1st pillar 

NO OPTION: Greenings for 30% of 1st pillar farm supports 

Options for CAP supports 2015-2020 
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Dutch & UK model (Scotland not included) 

 Full convergence of decoupled supports in 2019 
(zoning in UK) 

=> 380 €/ha in NL ; 244 €/ha in English lowlands (incl. 
Green payment) 

 5% support reduction when >150 k€ per farm 

 Transfers from 1st to 2nd pillar 

 Priorities of 2nd pillar : 
Investment/modernization 
Meet Environmental & Animal welfare standards 

 

 

Liberalism 



Bardolino– Dairy Forum – October 11 2016 www.idele.fr 25 

 Full convergence of decoupled support: 259 €/ha 
(incl. Green payment) 

 Redistributive payment (50 €/ha for the first 30 and 
then 30€/ha for the 16 following ha) 

 Still a very ambitious programme for housing 
modernization & renewable energies (biogaz, 
solar…) 

 No ceiling for supports/farm, even in the bigger 
farms in the New Länders. 

 

Rhenan model 
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 In Poland, all possible levers are used. 

 Decoupled supports are homogeneous /ha since the accession 
to the EU in 2004: 110 €/ha (incl. Green payment) 

 1st pillar reinforced with 25% of the 2nd! 

 Redistributive payment: +41 €/ha first 30 ha. 

 Coupled support: 70 €/Dairy cow/year from 3 to 30 DC,  
plus 70€/Young Bull. 

 

 

Creative & offensive 
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« Irish » model, also adopted by Denmark 

 Decoupled payment national convergence limited at 
60% in 2019: supports will remain higher for dairy farms 
(mean 306 €/ha Green payment included in Ireland) 

 Neither redistributive payment nor coupled support,  
(only for YB in DK) 

 2nd pillar focussed on modernization, R&D & transfer to 
farmers (f.e. discussion groups, genomics…).  
Special attention to less favoured areas (agro-
environmental measures) 

 

Conservative & offensive 
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Italy, Spain: a lot of heterogeneity among farmers, and difficulty 
to define « active farmers » 

 No transfert P1/P2 

 Decoupled supports convergence limited to 60% in 2019, and 
support losses ceiling 30%. In Spain, convergence inside 23 
regions, and distinction irigated/non irrigated areas. 

 NO redistributive payment 

 Important coupled supports:  
56 €/DC in lowlands & 96 €/DC in montainous in Italy 
100 €/VL in lowlands et 114 €/ DC in montainous + Baleares in 
Spain for the 1st 75 Dairy Cows 

Conservative & defensive 
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 Transfer 3% from 1st to 2nd pillar (LFA payments + modernization) 

 Redistributive payment (5% in 2015, 10% in 2016… 20% of 1st pillar 
in 2019) for the 53 first ha: 50 €/ha in 2016 

 Partial national convergence, to 70% in 2019. In 2016, mean 
payment is 205 €/ha (green payment included), more for dairy farms 

 Coupled payments (15% of 1st pillar), f.e.  

35 €/DC for the first 40 in lowlands 

72 €/DC for the first 30 in montainous areas 

 

Priority for ruminant productions 
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Simplification/ 
homogeneization 

Complexity/ 
Priorization 

Commercially offensive 

Commercially defensive 

CAP & Dairy 
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EU measures to face the dairy (& other sectors) crisis 

Sept. 

2015 

March 

2016 

July 2016 

1st plan: 500 M€ 
• 420 M€ in the different member states for Dairy & Pork sectors 

• 30 M€ reinforcement for dairy product storage 

• 30 M€ food aid for refugees 

Exceptional measures 
• Art. 222 CMO – without any € 
Possible voluntary collective production regulation 

• Intervention ceiling x2 

2nd plan : 500 M€ 
• 150 M€ for a specific support for a voluntary & temporary reduction of 

dairy collection (1,07 Mt via 14 ct/non produced liter from Octobre 2016) 

• 350 M€ in the different member states to finance measures to stabilize the 

markets; possible 100% co-financing by MS 

• Prolongation intervention and subsidized private storage to Feb 2017 
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 Promotion of local products by SM in UK, Italy, Sweden… 

 Minimum price for SM brands, ex 

to pay a minimum of 0,38 €/l to farmers 

 Different prices for different quantities (« Quota A/B..C » French 
coops; First Milk, Dairy Crest UK, GMUNDNER AT…) 

 Garanty of margin contract since some years in Ireland, for Tesco… 

 Renegociation of loans, notably in countries where the interest 
rates are high (Ireland… Milk Flex for Glanbia) 

 

 

+ a number of private initiatives either by processors, 
or SM chains… 
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 The current dairy price crisis has been caused by the coinciding EU quota 
liberalization, slowing demand from China & Russian embargo. 

 Tariffs & supports short term real impact ? 

 Are international negociations focussed on the real main problems ? 

 Which measures to mitigate the crisis outside the EU ? 

In conclusion, some questions to feed the debate 
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Thanks for your attention! 


