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lerket and supply situation

I. INTRODUCTION

Milk and milk products represent about 20% of final egricultural production

in the Community.

Total world output of milk products can be estimeted at 380 million metric
tong, ‘of which Community prodiuction accounts for 92 million metric tonsg,
or almost 25%. The Community's output of milk products therefore

represents a substantiesl share of world production.

The survey on the structure of dairy farming, carried out for the first
time in the Commumity in December 1973, drew a cleer distinction hetween
dairy cows and others. Results showed thet 25.6 million deiry cows were
being reared on 2.5 million individual farms, whilst abowt 6 million
nonwdairy cows were being renred on 740 000 farms. Of the total number
of farmers keeping dairy cows, two~thifds - accounting for over 26,5%

of total numbers -~ kept less than 10 eonimals. Only about 45 000 farmers
(including 22 100 in the United Kingdom), accounting for 13.5% of total
nunbers, own herds of more than 50 cows. The cverage size of herds in
the Community is 10 animels; it varies from 5 in Italy to 62 in
Scotland. )

Concentration is most advanced in the milk processing sector. In 1973,

the number of milk processing concerns fell to below 10 000, of which more

than 50% are in Itoly. During the past ten years, a totel of 444 projects
have been granted aid from the BAGGF (Guidance Secjion)_tptalling.ﬁboni

152 million u.&. . -

~

1In‘croductory account given by lr Theo Nebe, Directorate-General for
Agriculture, ifillx Products Division, in Brussels on 18 April 1975 to
trainee journalists ot the Training Centre for Journalists in the
Agricultural and Foodstuffs Sector.

®See also Newsletter on the Common Agricultural Policy — Yo 2/1974:
Stocktaking and outlook in the mill: and milk products sector.



(b)

-2 X/257/75-E

LILK FRODUCTION A'TD COLNZUMPTION

In 1973, the total number of dairy cows in the Community was

25.6 million, on increase of 1.4% on the previous year. Trends
differed, however; from one lember State to another. Expansion
was perticularly ncrked in the Netherlends, Luxembourg and Irelend,
vhilst in Frence totel dairy cow numbers have also continued to
rise; 1t showed 1little further rise in Germany end the United
Kingdom, however, and actually declined in Itely, Belgium end
Denmarlz. The lotest figures available point to a further slight

expansion of deiry herds in the Community as a whole.

The series of sharp increases in milk sales a&nd production recorded

in 1972 did not continue.

Milk production, which amounted to 92.1 million metric tons in 1973,
rose by only 0.5%. It is expected to rise by 1% in 1974, to reach
a2 production level of 93 million tons. Thus the rate of increcse
in output roughly correcponds to the anhual increase in the

Community's populction, which is ebout 1%,

This trend results from the substanticl rise in production costs,
cepecially the cost of supplementary feedingstuffs. Income from
milk has not risen to the same extent, so that the oversll

profitability of milk production has fallen.

In 1973, 81.5 million metric tons of milk were delivered to deiries.
Exceot in Belgium, deliveries have continued to expand in all Member
States, the growth figure for the Community as a whole being 2.3%.
Available stotistics suggest that & further increase will occur in

1974, bringing total tonncge to about G3 million.
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The followlng table gives = breakdown of milk utilization in 1973:

Utilization of whole milk (%)

Milk for domestic consumption : 26,3
gu@ter . _ ; 37.5
kimmed milk powder '
Cheese 17.0
Condenacd nilk ’ 2.9
Whole milk powder 2.2
Nilk for feeding livestock 12.0
Miscellaneous ‘ 1.1
Total 100.0

PRODUCTION AYD CONSUMPTION OF THE PRINCIPAL MILK PRODUCTS

‘Milk for domestic consumption

The dowmtrend in both production and consumption did not continue in
1973,‘since total consumption was 26.5 million metric tons, 1.4%
nore thien in 1972. A nevw trend hns appeared in this sector, in the
sense thet consunption of whole milk is declining, whilst consumption
of skimmed ond semi-skimmed milk is rising. Creem sales ore
stegnant. The rise in the consumption of fresh milk products (milk
and milk~based beverages, voghourt) noted in recent years hog slowved

dovm.

For 1974, no significant chenge is expected in the structure of milk

utilization for humen consumption.

Butter

Total butter production emounted to 1 733 000 metric tons in 1973.
At the bveginning of the year, the market situation in.the Community

wes affected Uy excessively high stock levels.

The amounts on offer were swollen by imports previously contracted
for, together with a further increase in production of shout
50 000 tons (2.9% over the 1972 figure). At the some time, both
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absolute and per capita consumption continued to decline, and as &
result,; the butter market was in disequilibrium in 1973: however, the
situction heos eased since then and in 1974 production wes 2% lower then
in 1973. The decline in consumption recorded in previous years hes
been halted and in 1974 Community butter consumption once more inecreased,
as regards both butter sold at merket prices and the quantities sold
wnder special conditions. This trend was due to lower butter pfices,
the granting of consumer 2id in some Member States and the recent rise
in the price of margarine, which has in generel improved the

competitive position of hutter.

Irports to non-member countries should resume their normal pattern after
the messive special sales -~ sometimes costing considerable sums -
effected in 1973. '

As a result stocks at the end of 1974 amounted to 150 000 metric tons,
50 000 metric tons less than at the end of 1973.

Slzimmed millk pouder

Production of skimmned milk powder in 1973 emounted to 1 845 000 metric
tong, zn increase of 952% on the previous year. Community consumption
in 1973 rose by about 100 000 metric tons, or 7.4% on thé previous year's
level, the total figure being 1 468 000 metric tons. Only obout 18% of
this tonnage is sold at merket prices for human consumpiion: in respect
of 72% substantiel subsidies are paid to permit incorporation in animel
feedingstuffs,; particularly for the breeding and fettening of celves.
Despite the quentities exported in 1973, stocks increased ogoin by more
then 100 000 metric tons.

As regards skimmed milk powder, the situation remained stable in 1974.
Although production was approximately the same as in 1973, sales for
use in onimel feedingstuffs fell slightly in the Community. In 1974,
exports slightly exceeded those of the previous year, since even at the

end of 1974, stocks were about 100 000 metric tons more than at the
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end of 1973. It should be noted that public stocks cmounted %o

365 000 metric tons as against 166 000 metric tons at the end of 1973,

while stocks held by producers, merchants end processers were

_ correspondingly lower.

(a)

(e)

Chcesge

In 1973, checse production in the Community cmounted to 2 690 000 metric
tons, exceeding the 1972 level by 1.5‘,‘%° In 1974, production rose to
avout 2 800 000 netric tons.

Production and conswsption of checse are clearly no longer showing the
high rates of expansion seen in preceding ycorvs. Overall checse
OOnsumptioh eppears to have reached a level which is unlikely to rise
appreciably in the short term; per capita consumption reached 10.5 kg
in 1973. |

On the other hand, the trend of rccent yecrs as to the types and

qualities consumed will probably continue.

Whole milk powder

In 1973, the output of whole milk powder rosec to 424 000 metric tong,
1.9% more than in 1972. Avovt 60% of totel production is consumed in

the Community, whilst 409, is exported to non-mcmber countries.

No appreciable change emerged in this sector in 1974:; production will

' probably continue to rise slightly.

(£)

Condensed milk

Condensed milk production further declined by about 1.3% in 1973,
omounting to 6nly 1 334 000 metric tons. Louer consumption in the
Community was only partinlly counterbalanced by increased exports.
Consumption is not expected to increase, but the cutlook for sales on

world markets is genérally considered fovourable.
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(g) co sein

In 1973, Comnumnity production of casein was practically unchanged on
the previous year, omounting to about 56 000 mesric tons. In 1974,
on the other hand, prcduction rose sirongly - especially in France.

Thig trend is due to & decline in imports from non-member countries,

since the principel countries supplying world markets have sherply

reduced their output of casein whilst increasing that of skimmed milk

pouder, which commands higher prices.

IV. MORLD MARKET SITUATTON AND INTERWATIONAL THAIE

World marlket

The world market for milk products in 1973 and 1974 was influencad in

particular by irregular developments in the USA and New Zealand.

The US gituation was characterized Ly a persistence of the decline in milk
production,; o that the US became a net importer of milk products in 1673
through increased import guotas for cheese, shkimmed milk powder ord - to ¢
limited extent -~ butter. Following the increased demend ond increaised
import quotn "oreol™ price, U3 checse producticn exponded,; consequently
reducing production of Lutter and skimmed milk powder, 'Further specinl
import quotas for Chedder and skimrmed milk powder were introduced in the
spring of 1974, However,; the market was overloaded with "Amcrican
ciaecses” resuliing in lower market nrices for cheese and con 1wsecuently lower
returns to nilk produccrs Consuvuantilion, cspecially thet of_dpinking milk
weakened, thus again irncreasing nilk ¢uantities aveilable for buticr ond
skimmed milk powder production. Together with increased buyings of the
CCC intervention agency these cvcnts‘pontponed further incrcases in import

gquotas plenncd by the US administration in eexrly 1974,
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In New Zecland droughtc led in 1973/74 to sherp decreases in export
availabilities so that New Zealand was unable to fulfil its specizal
import quota for butter to the UK in 1973 and 1974 and also unable to
fulfil its US import quota for skimmed milk powder in the spring of
1974. However, suvstanticl reductions in troditional cascin production
nade it possible for New Zealend to maintain a fairly high lcvei of

skimned milk powder output.

In Japan nilk deliveries to the manufacturing sector decreased heczuse of
o stagnant level of milk production combined with increased sales of
drinking mills; the result has been reduced production of Lutter and
skimmed milk powder. To these major events nust be added the tight
protein (soyz) supply sitvation in 1973, which contributed to the
stobility of the skimmed milk powder market, and the speoieljdcliyérics
from EEC butter interveniion stocks in early 1973, wvhich easccd the:
pressure exerted on the marliet by increasing stocks. Outside the EEC,
butter consumption continued to decline in most countries, but at =
moderate rate owing to improved price relationships between butter end
margorine.  Cheese consumption continued to increcge, in some countries

‘at even a high rate, portly because of increasing meat priccs.

Tor milk powder -end other preserved products chenges in itrade were meinly
due to changes in the supply and stook situation rather than to changes

in consumption.

LEC czggzigv

In total TEC butter exports - including food @id ond speciol neasvres -
increased from 79 000 tons in 1972 <to 410 000 tons in 1973, theroby
inereosing the EEC's share of world trade from about 207 to about 61%.
However, “normzl” exports of butter increased from "only" 56 000 tons in
1972 to €6 000 tons in 1973, or by 54%. In 1974 butter exports amounted
to 130 000 tons.
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Totel EEC cheese gxports increased in 1973 by 24 000 tons or 18% wherehy
the Community sharc of world trade increased to 37% from 34% in 1972.
IEC exports of skimmed milk powder zmounted in 1973 to 266 000 metric tons
being f?O 000 metric tons or 186% more than in 1972. Excluding Tood aid
deliveries "normal" exports increased by 180 000 metric tons rcflecting
mainly the price development and importing countriesa! éxpectations
regarding future supply. Ixports of cosein remained stable in 1973
comp’red with 1972, amounting to nearly 12‘OOO metric tons.  After
several years of decrcasing exporis of condensed millkk the Community of
Hine in 1973 increesed its exports to non-member countries by S0 000

metric tons and by 70 000 metric tons in 1974.

Community imports

LEEC inports of butter from non-menber countrices totslled in 1973 ébout
160 Q00 metric tons; New Zealand delivered about 130 000 tons to the UK
or 35 000 tons less than the specizl quots provided for in Protocol No 18
of +the Treaty of Accession. In 1974 imports from Hew Zealrnd amouwnted
to 117 000 metric tons,

UK cheese imports from New Zecland in 1973 amounted to 46 000 metric tons
or 23 000 netric tons less than the cuota, IEC imports of Nmmentaler

cheese, e¢tc., bound under GATT, continued to increasc in 1973 and 1974.

V. OUTLOOK FOR 1975/76

(&) Community

1111} production in 1975 and 1976 will probebly cxvand by 1 to 2% snnuclly.
Cow numbers will continue to increase moderately, however, depending on a
stabilization of the meat market, whereas milk yield per cow, on & short-
term basis, mey tend to stebilize or decrease due to higher prices of

concentrates. Still, the moderate increeses in total EEC milk production
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and deliveries can lead to big increases of production of individual milk
products., As sales outlets for cheese on several export markets may
decline due to chenges in national import policies, EEC production of
butter and skirmed nilk powder may again, in 1975 and/or 1976, tend to
exceced consumption and export neecds, thcreby leading to further \
accumulatioﬁs of stocks1. An important factor in detérmining the
degree of stock accumulction is the extent to which subsidies on butter
consumption end on the use of skimmed milk/skimmed milk powder in

feedingsiuffs cre maintained.

(v) World mariet

In the USA -~ for siructurcl reasons — milk production will probably tend
to stagnate or decrease in the long term, whercas in the short term it
may be difficult to stabilize production by raising intérnalnprices
because it is gubstantially hampered by inflation and high fecd pricés
partly coused by disappointing harvest resulte in 1974. Price increases
and inflation cffects in general may also — in the short run -~ tend to |
reduce consumption, therecby offsetting to some extent the expected increase
in import requirements. On 2 long-tern besis, however, the structurcl
development of milk production may nccessitate increased imports of
butter and skimmed milk powder. | New Zealand is cxpeeted to regain its
normol‘production capecity thercby encbling it to increase in'particvlar
its butter and skimmed milk powder production.  Australia has increesed
considercbly its technical milk powder capeocity. In Japan stagnating
nilk production and ropid increases in liquid milk éonsumbfion may lead
to further increcses in imports of butter end skimmed nilk powder. As
regards cheese, scveral importing countries have snnounced their

intention to reduce imports in order. to support loczl production.

In total, without considering the non-commercizl sector (food aid ctc.)

it seems that world supplics of skimmed milk pouwder end butter in

1Cf Annex 1: Development of stocks of butter and skimmed millt powder in
April 1975.
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perticular in 1975 end 1976 will be at least sufficient to cover

cormmercial consumption, therefore limiting the possibilities of further

nerket price increascs for these nroductia.

VI. FEAGGE EXPENDITURE

Cn the basis of the prices and aid measures in force as from 3 Merch 1975
the cost of {financing the common nilk policy for 1975 will cmount to ohout
1.5 milliard u.n., This expenditure will be necessoxry to finance the

neccures provided for under the common organization of the market in millk.

The increase of 65 in the producer price of milk from 2 licrch 1975 has
resulted, «fter a particl change in zid, in additionzl expenditure of

between 50 and 100 million w.&. per year.

1

The calculation is based upen date for 1975 evailable to the Commission
when it prepared the agricuvltural report. Changes in prices end
gumtitics mny lead dvring the cloging monthe of the yecr to either an

inerecase or a decreasze in the cost of the Common Agriculiural Policy.

VII. SUMLRY

The ranid incrense in milk prodvciion during 1972 was not meintained in

s h] 0 2
1973 and 1974. In 1973 nilk »nrocduction only rose by O.5% over the
preceding yeor. According to the provisioncl figures for 1974 production
. ? v . < - . s . 4
increased by 1%, Thig is dve hesically to increnses in prices of
production fuctors and in particular in prices of feedingsiuffs. The
income of the doiry inductry did not increase in direct proportion and as
a result the profitability of dairy production has fzllen. According to
thne nost recont information overnll corsuvmntion of milk end milk products
within the Comnunity will continue to stognote somevhet. Consumption of
liquid milk is decreasing, while the dovmword trend in bubier consumption,
epperent dvring previous yesrs, hos been checked. A reduction in the
Community butter price, tie introduction of consumer subsidies in some
lMember Stotes ond the increase in margarine prices have Lad the overall

effect of improving the merlzet pocition of butter so that overall butter
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consunption in the‘Communi%y in 1974 Wasvhighér than in the previous year.
In the United Kingdbm, in perticul-r, where nationcl consuner stbsidies
were granted Trom the begiuning of 1974, consumpfion of butter, cheece
and ligquid nill: was stinulated. Butter consumption inecreeased Ly about

20 000 metric tong, cheese consuiuption by perhens 16 000 netric tons ond.
consgwaption of liguid millt by more than 230 0CO metric tons. The cost

to the United Fingdom budget has been estimeted at about 300 million u.z.
over a full yoar. Since the United Lingdom is one of the three najor
consuners of millk products within the Comnmunity, these increcses in
consumption heve somewheat cased the butter end skimmed 1:ilk vouder stock
rosition in the Community of Nine. If {these subsidies had not existed,
market prices in the United Kingdom would heve increaced end instead of
an increasc in consumpiion a fall would have been recorcded with =
corresponding increase in stocks. Salec of sliinmed nilk powder within
the Community have not increased to any significant degrec during recent
yeors. -Only in .respect of cheese and some frech nill: products has
consumption continuved to inofeas-, The situation on the Cormunity butter
market has easecd someuhat. In 1974 production wos no higher than in

1973.

Taports to non-member countriec will rot exceed the normal level, since
butter stocks were reduced in 1973 end 1974 ag 2 result of special
neasurcd. In 1975 no chenges ore expected in the oversll situction ag
regards skimmed nillt nowder. Production and erports will e similar to
those of 1974, cskimmed mil%z congsvmption in the Torm of feedingstuffs will
be wnchanged end o5 2 -esult stocks (both public and private) at the end
of 1975 will be only marginally lLigher than those cof ‘the previoﬁs yeor.
Neverthelegss thicre ore plens for increcses in public stocks (nd a

v

reduction in »rivote gtocks kept by producers,; nerchonts and processors.
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AMEX

lMovement of butter r~nd skimmed mills powder stocls

Situation in April 1975

(in 1 000 %)

CSkimned nilk

! Butter g i

! Dates . ) vouder }
L¥ ?ublic i Private 'Totél E Pgblic 2
3 April 1975 ' 46.3 0.4 46.7 | 439.4 :

| 10 April 1975  :  49.3 7.5 56.8 | 458.0 -
: 24 fpril 1975 l 56,2 21.1 77.3 | 492.0 .
|30 april 1975% | 60.0 25.0 85.0 l 500.0 |

*Provisioncl.
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ANMTEX IT

of international trade in certain milk products

I. EXPORTS

1973 and 1974 .

4
3

e in.1 000 t
Produots 5
1973 . 1974
i :
Butter/ Horld' 676 400
Butteroil Tur, 91 410 162
a4 60.7 40.5
Cheese’ Torld - ~414 480
Bur, 9 154 185
% 37.2 44..0
Skimmed milk Y.-!orld1 127 740
powder Fur., 91 266 313
% 36.6 42.3
fhole nilk World 305 300
pouder Lur. 9 204 193
% 66.9 64.3
Condensed millk lorld 491 520
Fur. 9 432 455
o, £8.0 87.%
Casein World 96 90
Eur. S 12

Y
L 233
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I AEX IT contd.

IT, IMPORTS
: ! in 1 000 %
! Products !
| . t - 2
| | 1973 1974
! . - i
! Butter/ | ~ Torld' ] 676 5 400

Sutteroil , Tur. 9 } 159 i 132

: , n
@ , 23.5 | 33.0
‘ i

Cheese : tJorld 414 2 420

i ; Bur. 9 127 ; 135
4 H

! % i 30,7 ; 32,1
| Cascin Horld 96 . i 90
; Eur. 9 ! 25 24
? « @ 26.0 26.7

’

1. , o s
Including food aid.
2 -
Provisional.

Source: ILC Commission, Directorate~General for Agriculture.
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TEX IIT

Intra-Conmunity trade in certain milk products

19121974
5 o | . in 1 000 3 !
Products { : :

“ biagre' 1913 1oma®
. dn J
b [ t :
Butter ; 261 f 402 514 |
Cheese ;409 i 406 493
! 4 )
Skimmed. mill: powder3 ; 350 Y 369
Powdered whole milk ‘ 22 ! 34 48 t
Condensed nillk 107 ! 132 136 i

Cosein - L b -

1Tradc between the Nine before tno accession of Dcnmark Ircland cﬂd

the United Kingdom.,
2Provisional.

JIncluding butter-mill end semi-sgkimned mill: powder.

Source: IEC Commission



