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Introduction

The International Dairy Arrangemcat, which has been in force since
1 January 1980, has as its objectives to achieve the expansion and ever
greater liberalization of worid trade in dairy products under market
conditions as stable as possible, on the basis of mutual benefit to
exporting and importing countries, and to further the economic and social
development of developing countries. To this end, the Arrangement makes
provision for a comprehensive information and co-operation mechanism
applicable to the dairy sector as a whole. It is accompanied by three
Protocols containing specific provisions, in particular fixing minimum
export prices, in respect of certain milk powders, milk fat (including
butter) and certain cheeses.

There are to date eighteen participants to this Arrangement:
Argentina, Australia, Austria, Bulgaria, Egypt, European Economic
Community, Finland, Hungary, Japan, New Zealand, Norway, Poland, Romania,
South Africa, Sweden, Switzerland, United States and Uruguay.
Representatives of other countries follow its work with observer status.

The International Dairy Products Council established within the
framework of the General Agreement on Tariffs and Trade has, among other
tasks, to make an evaluation of the situation in and outlook for the world
market for dairy products on the basis of a status report prepared by the
secretariat. The Council decided that this report would be issued each
year and updated as appropriate.

These repnrts are prepar.d by the secretariat under its own
responsibility. They are based mainly on information and documentation
furnished by participants to the Arrangement. Three reports have been
issued since 1980.

This fifth report covers the situation in the market for milk and the
principal milk products in the year 1983 and the first six months of 1984
and contains estimates for the second half of 1984 and the year 1984 as a
whole. To the extent permitted by the data available, it reports on
production, trade, consumption, stocks and prices of the various products.



LEVELS OF MINIMUM EXPORT PRICES
IN FORCE AS FROM l OCTOBER 1981

Pilot products US$/metric ton
Skimmed milk powder 600
Whole milk powder 950 °
Buttermilk powder 600
Anhydrous milk fat 1,440
Butter 1,200
Certain cheeses 1,000

These minimum f.o.b. export prices, which must not be considered as
market prices, are fixed for pilot products defined in the Arrangement
taking account, in particular, of the current warket situation, dairy
prices in producing participants, the need to ensure equitable prices to
consumers, and the desirability of maintaining a minimum return to the most
efficient producers in order to ensure stability of supply over the longer
term.
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Summary of the Situation

General

(a) 1In 1983, world production and international trade increased, after
having decreased in 1982. World production rose by 3 per cent, mainly
owing to the rise in output of manufactures (+4 per cent), whereas
agricultural and mineral production remained stagnant. It was in the
United States and Japan that the increase was greatest, western Europe
showing only limited growth. 1In the industrial countries, inflation slowed
down considerably and unemployment rose only slightly. After two years of
stagnation and regression, the volume of world trade increased by 2 per
cent in 1983, While the volume of trade the previous year was about the
same as in 1980, its composition was different. Trade in minerals
decreased for the fourth consecutive year, owing to the continuing decline
1n petroleum exports. On the other hand, exports of agricultural products
and manufactures continued to increase, by 1 per cent and 4 per cent
respectively. Agricultural exports rose by about 1 per cent, mainly owing
to the increase in imports by the eastern countries and non-oil-producing
developing countries. Dollar unit values of trade fell by nearly 4 per
cent in 1983, as in 1982, owing primarily to further appreciatios of the
United States dollar and a decline in fuel prices. This more than offset
the increase in volume, causing the value of world trade to fall by 2 per
cent, to about 51,810 billien.

(b) More than eighteen months after the most protracted post-war recession
bottomed out, the recovery of the world economy remains highly
differentiated internationally. The most striking feature of the current
recovery has been the weak response of the world economy to the vigorous
boom in the United States. In view of the present forecasts for grouwth of
the GNP of the principal countries, it seems probable that the growth of
world trade in 1984 will be in the range of 5 to 7 per cent in dollar value
as compared with 1983. It appears that the recovery has improved economic
prospects, but only to a certain extent. Unemployment remains a major
conr2rn in Western Europe and throughout the developing world. Without
detracting from the gains recorded, it should be emphasized that the two
fundamental economic problems of the early 1980s - the need for an orderly
resolution of the debt crisis and a return to sustained non-inflationary
growth in the world economy - are still awaiting a lasting solution.

Production

(8) Forecasts currently indicate that world milk production could
stabilize in 1984. 1t should be noted, however, that to redress the
existing serious imbalance in world dairy markets, much more than a mere
stabilization of milk production is required. Indeed, updated information
now indicates that production increased by 4 per cent in 1983 attaining, of
course, a new record level. The braking of the upward trend in 1984 can be
attributed mainly to the production restraint programmes recently
inaygurated in the EEC and in the United States, two of the world's biggest



producers. In other circumstances the decreases which are expected to
result from these programmes might be expected to have had a much greater
impact on world production. However those decreases are being matched by
continuing increases in production in the USSR and in several Southern
Hemisphere countries consequent to the cessation of drought conditions.
While the decreases in production in 1984 originating from production
restraint in the EC, the United States and several other countries may be
accentuated by the higher costs of feed and feed concentrates (and possiply
by dry weather in certain areas) it is doubtful whether any significant
correction of market imbalance will be evident in 1984.

(b) Beyond 1984 there are a number of conflicting factors which make it
difficult to assess possible tremnds. On the one hand it is expected that
the EC dairy programme will result in a considerably sharper decrease in
production in 1985. Secondly there has been or will be a significant
decrease in dairy cow numbers in several countries. On the other hand the
United States' milk diversion programme is scheduled to end in March 1985
and if no new measures are introduced there is a risk that production could
begin to increase again. At the same time current indications seem to
suggest lower prices for feed and feed concentrates on world markets which
would stimulate production in a number of countries. Finally, assuming a
continuation of "normal" weather conditions there seems to be no reason to
anticipate a significant reversal of production trends in the USSR, certain
countries of the Southern hemisphere, or in certain countries such as
India.

(¢) World production of skimmed milk powder and butter increased in 1983
at a faster rate, whereas world production of cheese increased more slowly
than in 1982. According to estimates, world production of skimmed milk
powder, butter and cheese increased in 1983 by 9.7, 8.5 and 2.5 per cent
respectively, whereas in 1982, world production of these products increased
by 7.0, 5.0 and 2.8 per cent respectively. World production of skimmed
milk powder and butter is expected to continue to increase in 1984, though
at a distinctly slower pace, the rates of growth being estimated at about
2.0 per cent. Production of cheese may be expected to increase in 1984 at
the same (or perhaps a faster) rate as in the preceding year, In 1983, the
main increases in production took place in the EEC countries and the United
States. In the USSR, the rise in milk production brought about an increase
in the production of butter, but also in that of skimmed milk powder and
cheese. In New Zealand, production of skimmed milk powder and cheese
declined, whereas total production of butter and anhydrous milk fat showed
an increase. In Canada, production of skimmed milk powder declined.

Trade

(a) International trade in dairy products declined in 1983 for the second
consecutive year. It appears to have amounted only to some twenty-two to

twenty-three million tons of milk equivalent, as against 24,5 million tons
in 1982 and 27 million tons in 1981. Food-aid shipments rose to more than



3 million tons in 1983. Exports from the EEC declined for the third
consecutive year. Nevertheless, with exports estimated at some 10 to

11 million tons of milk equivalent, the EEC remained the world's biggest
exporter of dairy products. Exports from Oceania and North America rose
slightly, the increase in United States shipments being largely due to
sales on concessional terms. It should be noted that the level of stocks
and the problems caused by their disposal are having a disquietening effect
on the world market situation.

(b) On the import side, purchases by the USSR, the largest importer of
dairy products, are believed to have increased in 1983 notwithstanding
rising domestic production. Among major exporters, Japan reduced its
purchasers in line with larger domestic supplies. Imports of developing
countries fell from 17 million tons in 1982 to an estimated 16 tons of milk
equivalent in 1983, with the petroleum exporting countries accountiag for
about half of the total imports of developing countries.

(c) Assuming continued economic recovery, the outlook for 1984 is for some
improvement in overall demand for milk and dairy products. However, world
import demand is unlikely to grow significantly and it seems evident that,
despite the measures taken or planned, available supply will again be
greater than real demand in 1984. According to some reports, import demand
from developing countries can be expected to recover progressively. Their
purchases of whole milk powder and cheese seem to have already increased
this year. In addition, the USSR will no doubt remain a major outlet, for
butter in particular. Nevertheless, great uncertainty continues to
surround the international market for dairy products. Along with the
uncertainties about the development of import demand by the USSR and the
Eastern European countries, there are the unfavourable effects of the drop
in earnings of the oil-producing countries. The very large stocks of dairy
products and the problem of their disposal are a further factor of
uncertainty for international trade. A considerable proportion of
international transactions take place on special terms.

Consumption

(a) Although it is not possible to make any precise determination of the
overall development of 1iquid milk consumption, certain trends can
nevertheless be noted. This consumption, even including fresh products, is
increasing more slowly than production and is even ievelling off in a
number of major producing countries, thus increasing the quantity of milk
available for industrial processing. This trend is accentuated by consumer
preference for low fat milk.

(b) World consumption of skimmed milk powder scems to have expanded in
1983 more rapidly than in 1982. After declining slightly in 1982, worlc
consumption of butter appears to have recovered in 1983 and may continue to
increase in 1984. World consumption of cheese is believed to have
con.inued to increase in 1983, though at a slower rate than in previous
years, which may be maintained in 1984. Demand for milk and dairy products



continued to rise quickly in certzin countries in East Asia, thanks to
economic growth. In the Near East also, consumption again increased,
though much more slowly than before the world economic recession, which
also contributed to a fall in demand for milk and dairy products in many
parts of Africa and Latin America. In North America and Western Europe,
total consumption increased, but this was mainly because of larger
subsidized sales or entirely free distribution of surplus products, rather
than improved demand. Consumption of milk and dairy products in the EEC,
which had been increasing at an annual rate of about 0.5 per cent until
1982, then showed a tendency to stagnation. The rate of increase of cheese
consumption is slowing down. However, skimmed milk powder utilization will
probably expand in response to aid measures for animal feed, and butter
consumption may recover. In the United States, commercial consumption of
milk and dairy products declined by about 1 per cent in 1983, but total
consumption increased (by abouc 0.3 per cent) as a result of large
donations under programmes ror the needy. These programmes are continuing
in 1984, and an increase in retail sales is expected. Commercial
consumption can thus be expected to be greater in 1984 (by 3.0 to 3.5 per
cent) than in the preceding vear. The expected increase would be the
result of a lower support price for milk, the improving economy and the
national dairy product promotion programme.

(c) There are a great many measures designed to maintain consumption of
dairy products. In Western Europe skimmed milk powder and liquid skimmed
oilk are used mainly for animal feed, and their use is subsidized on a
large scale. In the EEC for example a great many measures are applied to
promote the consumption of skimmed milk powder and new measures have been
taken for this purpose. Consumption of butter and cheese, in particular,
are supported in several countries or groups of countries by advertising
campaigns, welfare distribution progrsmmes, sales at reduced prices aimed
at disposing of surplus stocks and, in the case of butter, msking the
product competitive with vegetable fats. In the EEC, butter production
still exceeds direct consumption requirements and many measures have been
taken to promote consumption; new measures are also planned for this
purpose. In the United States, several dairy products distribution
programmes have been adopted with a view to disposing of surplus stocks.
In some countries, the price relationship between vegetable fats and butter
fat is maintained by taxing the former. The prices of vegetable fats are,
in fact, distinctly lower in most instances. While an increase in
margarine consumption is often accompanied by a decline in the consumption
of butter, trends in butter consumption nevertheless appear to depend also
on factors other than price: consumer preferences, in particular, and
dietetic considerations play a part. It should also be noted that in some
countries consumption appears to have declined over the whole fats sector.

Stocks

(a) At the end of 1983, world stocks of skimmed milk powder, butter and
cheese were very greatly in excess of their levels one year earlier. Weak
demand and increased production caused amother large increase in dairy
product stocks, especially in the EEC and the United States. According to



some reports, total stocks of dairy products in the developed
market-economy countries were at approximately tweaty-five million tons of
milk equivalent at the end of 1983 and actually exceeded the laevel of world
exports of dalry products in that year. It 1is expected that by the end of
1984 stocks of skimmed milk powder and butter will be greater than at the
beginning of the year, whereas stocks of cheese may be smaller.

(b) Total stocks of skimmed milk powder held by the EEC, North America and
Oceania, which stood at approximately 1,725,000 tons on 1 July 1984, were
about 3.9 per cent greater than one year earlier. Stocks of butter held by
the EEC, North America and Oceania on 1 July 1984 amounted to about
1,518,000 tons, or 52 per cent more than on 1 July 1983. It should also be
noted that the market situation for Cheddar cheese i1s characterized by high
stocks in some countries. The level of stocks of dairy products is causing
keen concern. Public stocks of skimmed milk powder held by the EEC had
increased to 956,000 tons on 1 July 1984, as against 888,000 tons on 1 July
1983, and 396,000 tons on 1 .July 1982, Subsequently, they increased
slightly to 965,800 tons on 13 September 1984, Public and private stocks
of butter increased very subrstantially to 1,146,000 tons on 1 July 1984, as
against 648,000 tons on 1 July 1983, They then continued to increase
reaching about 1,253,000 tons on 13 September 1984, in spite of the efforts
made to stimulate consumption, in particular by sales at reduced prices.

It should be noted, nevertheless, that at 13 September 1984 public stocks
were slightly down in relatfon to the situation on 30 August 1984. This
decline is expected to continue in the cominy months, inter alla, as a
result of declining output. Stocks of Cheddar cheese are now at high
levels. In July 1984, the EEC announced a series of additional measures to
facilitate the disposal of dairy products, including butter, which relate
to both exports and the domestic market. In the United Sta-:s, growth in
the output of dairy products and slower progress in the commercial
utilization led the Government to buy increasing amounts of dairy products
in 1983. 1In 1984, government purchases declined, in particular because of
increased coumercial sales and lower milk production. Thus, thanks to the
measures taken to reduce milk production, to ar increase in consuwmption and
to increased exports, particularly as food aid, it is hoped that by the end
of 1984 stocks will be below their level at the beginning of the year. On
1 July 1984, stocks of skimmed milk powder had reached 645,600 tons, or a
slight increzse of 1.4 per cent compared with 1 July 1983. At the same
date, total stocks of butter had declined to 234,000 toms, as against
267,000 tons on 1 Julv 1983. Total stocks of cheese were 584,000 tons on

1 July 1984, as compared with 542,000 tons one year earlier,

International prices

(a) The table and graphs below show the trend of international prices of
mwilk powders, butter, anhydrous wmilk fat and cheddar cheese since 198l.
Since 1 October 1981, the minimum prices” have remained fixed at the

lSee table on page 2



- 10 -

following levels (f.o.b. prices per metric ton): skimmed milk powder and
buttermilk powder: US$600; whole milk powder: US$950; butter:
US$1,200; anhydrous milk fat: US$1,440; certain cheeses: US$1,000.

(b) In 1983, the downward trend of international prices of dairy products
continued, even accelerating in the case of certain products, and there was
keen competition on the prices of all dairy products. This is attributable
to pressure from increasing stocks, monetary fluctuations and the
consequences of the general economic situation. Prices continued to weaken
during the first three months of 1984, but seem to have tended to stablize
during the second quarter, at a level slightly above the minimum prices.

In the third quarter, prices of the principal dairy products declined, with
the exception of prices of Cheddar cheese which remained relatively stable.
Concern is being felt over the market situation, and in particular the
trend in prices of butter, anhydrous milk fat and whole milk powder. As
regards short-term prospects, the trend in milk output, the disposal of
surplus stocks and exchange-rate fluctuations will be the main factors
likely to cause a shift in prices. Surplus offer in relation to commercial
outlets and the level of stocks will centinue to make their influence felt
and competition among exporters will rewain strong.

Note: This report concerns the world market situation for dairy
products as at 1 October 1984. Nevertheless, it is appropriate to mention
that on 16 October the Commission of the European Communities notified the
Committee of the Protocol Regarding Milk Fat of its intention to make the
necessary arrangements to export to specified destinations certain
quantities of butter from Community public stocks at a price which, because
of the age of the product, would have to be lower than the minimum price
currently in force under the Arrangement. This operation is within the
framework of a general programme of action to reduce the Community's butter
stocks. The programme also provides for the sale of butter at reduced
prices ("Christmas butter") for direct consumption in the Community. Two
special meetings have been held within the framework of the International
Dairy Arrangement and consultations are taking place.
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Milk

Production

1. The rate of growth of world production of cow's milk accelerated in
1983 and production may have totalled 456.8 million tonnes, almost 4 per
cent more than year-earlier. It might be noted that goat, shecp and
buffalo milk production is estimated to have totalled 45.2 million
tonnes, 2.3 per cent more than year-earlier. Increased production was
virtually a world-wide phenomenon; however, it is worth noting that
production in the four regions which account for roughly two-thirds of
world production (the EC, the United States, the USSR, and Oceania)
increased, in total, at a rate faster than the world average (4.3 per
cent). The 4 per cent rate of growth of world production in 1983
contrasts with a 2 per cent growth in 1982, and with a 0.5 per cent
growth in 1981. The accelerated growth was due primcipally to the
return of benign weather conditions in a number of areas previously
afflicted with drought (notably the USSR and Australia). Elsewhere
favorable producer prices combined, at least during the first half of
the year, with low feedstuff prices stimulated production. Most notable
in this respect were the EC and the United States.

Cow's milk production in certain major producing countries/areas

Estimated Change from Forecast Change from
1983 year-earlier 1984 year-earlier
N
EEC-10 112.8 +3.8 111.0 -1.6
Laited States 63.5 +3.1 61.6 -3.0
USSR 96.4 +6.0 100.0 +3.7
Australia 5.9 +7.8 6.1 +2.8
New Zealand 6.9 -1.2 7.6 +9.7
TOTAL 285.5 +4.3 286.3 +0.3
% of world production 62.5
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2. For 1984, it seems that w.rid milk production will again increase
although at a much slower rate than in 1983. 1In fact, 1f weather
conditions are less favorable than they were in 1983 in certain regions
production could perhaps stabilize. Based on present indications,
production in the EC, the lnited States, the USSR and Oceania may, in
total, increase by about 0.3 per cent. It would seem that production
increases in the USSR and Oceania may more than offset decreases in the EC
and in the United States. The projected decreases in the EC and the United
States are expected principally as a result of the production restraint
programmes which each has undertaken. It is also expected that the higher
feeding costs in existence from mid-1983 to mid-1984 restrained prodnction.
Elsewhere in the world there is expected to be conflicting trends.
Production in non-EC Western Europe, for example, could stagnate or
decrease modestly, while that in the Far East (Japan, China, India) is
expected to continue to increase.

Rates of Change of Milk Production, Milk Yield and Dairy Cow
Numbers in Six Major Milk-Producing Countries

2
Milk Production Milk Yield D2iE¥ Cow

Numbers
EEC 1983l +3.8 +2.4 +2.5 (December of
1984 -1.6 -3.0 +1.5 previous year)
United 1983 +3.1 +2.6 +0.5
States 19841 -3.0 -0.6 —2.4 July)
New 1983 -1.2 0.1 1.1
Zealand 1084} +9.7 +8.7 +1.0 (June)
2
Australia’ 1983 +7.8 +8.8 -1.0
o84l +2.8 (March)
Japan 1983, +4.3 +3.7 0.5 (Cebruacy)
1984
Soviet 1983 +6.0 +6.0 0.0
Union 1984} +3.7 +3.7 0.0 (January)
]
Forecast

ZAs measured by deliveries
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3. It is believed that the measures adopted by the European Economic
Community at the beginning of the 1984/85 campaign to deal with the problem
of surplus milk production will result in a 1.6 per cent decrease in
production in 1984 (and a 2.1 per cent decrease in milk deliveries to
dairies) and a further 3.7 per cent production decrease in 1985 (with a
2.5 per cent decrease in deliveries). These decreases would follow a

3.8 per cent increase in production in 1983, to a record level of
112,791,000 tonnes, due to a 1.6 per cent increase in cow numbers and a
2.4 per cent increase in productivity. In essence the EC has adopted a
programme by which milk deliveries will be restrained to a "reference"
level in each of the next five years by wav of a levy on milk deliveries
over that level. The reference level has been established at the level of
milk deliveries in 1981, plus 1.0 per cent, that is to say

98,363,000 tonnes. For the 1984/85 campaign, however, a supplemental
amount has been added to the reference level such that it totals
99,235,000 tonnes. This increased amount is intended to facilitate the
transition to the restraint level. In addition to the restraints fixed on
deliveries under the programme there has also been a "reference" level
fixed for sales directly to consumers; a quantity totalling

4,200,000 tonnes. In terms of administration the global reference level is
shared out amongst member states. Member states have a cholce as to how
they, in turn, allocate their reference quantities. The allocation could
be to individual producers (formula A) or to dairies (formula B). Milk
deliveries over and above the established "quota" levels will be levied at
a rate of 75 per cent under formula A and at 100 per cent under formula B.
With regard to other measures it should be noted that the target price for
milk for the 1984/85 marketing year is unchanged in terms of ECU at

274.3 ECU per tonmne (3.7 per cent butterfat). In terms of national
currencies, however (taking into account the effect of green rate changes
since the last price fixing) this means an average increase of 3.0 per cent
relative to year-earlier. A further measure was the increase of the
co-responsibility levy for the 1984/85 campaign from 2 per cent of the
target price for milk to 3 per cent. It is generally believed that the
decreases in production which these measures will provoke will result both
from decreased productivity per cow (by virtue of less intensive
utilization of feed concentrates) and by a reduction in cow numbers. With
regard to this latter point the EC dairy herd is projected to decrease by
1.9 per cent in 1984 and by 2.1 per cent in 1985. Additionally the
intervention prices for butter and skimmed milk powder were changed as a
result of a change in the fat protein ratio, which is now 50:50 as opposed
to 55:45 previously, and in the technical yield of butter. The butter
intervention price decreased by 10.6 per cent to 3,197 ECU per toome while
the skimmed milk powder price increased by 10.9 per cent to 1,626.8 ECU per
tonne.

4, It is also expected that milk production in Finland will decrease in
1984. Currently a decrease of 0.8 per cent is forecast (to 2,920 million
litres). This would follow a 3.0 per cent increase in production in 1983.
The number of dairy cows has been decreasing since 1981 and are projected
to continue decreasing until at least 1985. At 15 December 1983 dairy cow
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numbers totalled 649,500 head, 4 per cent less than year-earlier. A
two-price scheme for milk will be adopted in Finland as from the beginning
of 1985. Provisionally the system will be valid for one year but may be
continued. The plan envisages the establishment of annual production
quotas per producer on the basis of the annual production in either of the
years 1 September 1981-31 October 1982 or 1 September 1982-31 October 1983,
whichever is higher. UHowever, in any event, any producer can produce at
least 30,000 litres annually. Additionally, no producer will have his
quota affected by his participation in governmental programmes to reduce
milk production which have existed since 1980, Also producers may apply
for larger quotas if they have invested in dairy production since 1 January
1979, As regards prices producers will receive the whole support price for
"in quota" milk while "surplus” milk will receive approximately the world
price or, in other words, about FIM 1.60 per litre less than the support
price. As regards existing programmes it should be noted that, in 1984, no
licences to produce milk were granted (producers with herds exceeding

8 cows require a licence). In 1985 producers possessing up to 30 cows will
be granted licences provided they produce at least two-thirds of their own
fodder. 1In addition the voluntary production reduction system has been
extended. Any producer who reduces his production by 15 per cent or by
5,000 litres gets 0.90 FM per litre of reduced production. At

| September 1984, the milk support price was fixed at FIM 221.60 per

100 litres. From March 1984, deficiency payments were fixed at

FIM 25.00 per 100 litres on production up to 30,000 litres and were reduced
to FIM 13.10 per 100 litres for the next 170,000 litres.

5. The reduction of milk production in Norway in 1983 (to

1,956,000 tonnes, down 1.4 per cent) is believed to be at least partly due
to the measures taken during 1982-83 to reduce production (it might be
noted that dairy cow number decreased by 1 per cent in 1983). The
two-price system for milk introduced in 1983 is believed to have been
particularly iuwportant. Under this scheme the price received by farmers
for milk produced in excess of this quota (which is established on the
basis of a three-year average of his deliveries) is well below the average
return for "in-quota" milk. In 1983 the average return for "in-quota" milk
was 231 dre per litre while over-quota milk was 100 dre per litre. It
might also be noted that for 1984 the "over-quota" price for milk was set
at 60 dre per litre. For 1985, the two-price system will undergo
modifications to the extent that producers' quotas wnuld be fixed taking
into account historical production plus a consideration of how much forage
farmers produce on their own farms. On 1 July 1983 the quantity limited
support price for milk was fixed at 138 dre per litre for deliveries up to
20,000 litres. For the subsequent 10,000 litres the price remained at

63 dre per litre. It might also be noted that, since 1982, a premium of
NOK 700 has been paid for the slaughter of baby calves. For the first four
months of 1984 production decreased by 1.5 per cemt.

6. In contrast, milk deliveries in Sweden increased by 1.4 per cent
during the first six months of 1984 following a 1.6 per cent increase in
productiorn in 13983 (to 3,714,000 tonnes). For 1984 as a whole,
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deliveries are expected to increase by about 2 per cent. Dairy cow numbers
have been relatively stable since 1981 and ate expected to remain so for
the next two years. It might be noted that these increases have occurred
despite the fact that measures were introduced in 1983 to deal with
over-production of milk. Since 1 January 1983 subsidies to "aged dairy
farmers" are no longer paid and "non-production grants" are being paid to
farmers aged 60-65 years. In addition the slaughter of heifers has been
subsidized and there have been limitations placed on State credit for farm
investment. As from | January 1984, the "middle" or target prices for
butter, cheese and skim milk powder were set at, respectively, SEK

15.42 per kg, 21.41 per kg and 10.91 per kg. Additionally special support
is granced to small farmers and to farmers in Northern Sweden.

7. Milk production in Austria totalled 3,670,000 tonnes in 1983, 2.2 per
cent more than in 1982. Preliminary evidence suggests, however, that
deliveries decreased by 2.0 per cent during the first five months of 1984.
Dairy cow numbers in December 1983 were 2.4 per cent higher than
year-earlier. On 1 January 1984 the producer price for milk was fixed at
AS 4.66 per kg. for milk of first quaity with a fat content of 3.8 per
cent. Levies are assessed on production to be used for sales promotion.
The levy is a two-tiered one: a "base" levy per kg. for "in-quota" milk
and an additional levy for "over-quota" milk.

8. In Switzerland, milk production totalled 3,770,000 tonnes in 1983, an
increase of 2.3 per cent. For the first five months of 1984 it is
estimated that production decreased, however, this was in part due to

the fact that many producers risked exceeding their delivery quotas for
the dairy year ended April. 1In fact for the months of June-August
production increased by 6 per cent. This sharp increase can be attributed
to a 0.5 per cent increase in <airy cow numbers and to favourable weather
conditions. As from 1 July 1984, the base price for milk was increased by
1 centime to 92 centimes per kg. At the same time, however, the premiums
for the non-marketing of milk were increased. These premiums, which were
introduced in 1970 to ease pressure on the milk market and to support the
income of producers in mountain areas, ranged in 1983 from 1,350-1,250 SF
per cow for the first 2 to 10 cows to 400 SF per cow over 100 cows. An
increase in dairy cow slaughter is expected toward the end of 1984 with a
consequent decrease in milk production.

9. The measures (the Milk Diversion Programme) taken in the Unitad States
to reduce dairy output are expected to contribute to a 3.0 per cent
decrease in milk output during 1984 from the record level of 63.5 million
tonnes in 1983. Indeed the projected decrease is expected to originate
primarily from reduced mwarketing by participants in the diversion scheme.
It should be recalled that the programme, which replaces all previously
existing measures, became law on 29 Nuvember 1983, contains three
provisions: a reduction in support prices, the imposition of mandatory
deductions, and the introduction of a paid milk-diversion programme. As
regards support prices, the minimuw price was fixed at $227.78 per tonne,
basis 3.7 per cent butterfat (down from $288.80 previously), with the
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provision that it could be reduced by $11.02 per tonne on 1 April 1985 if
CCC net purchase (in milk equivalent terms) are projected to exceed

6 billion pounds (2,721,582 tonnes) for the subsequent 12 months.
Moreover, prices could be reduced by a further $11.02 per tonne at

1 July 1985 if net purchases in the subsequent 12 months were expected to
exceed 5 hillion pounds (2,267,985 tonnes). If purchases at that time are
projected to be less than 5 billion pound~ the support price may be
increased. With respect to the mandatory deductions the legislation
provides for a deduction of $11.02 per tonne as from 1l December to help
finance the diversion scheme and one of $3.31 per tonne for dairy product
promotion, research and education (a $2.20 per tonne credit is permitted
for qualifying state or regional promotional programmes). With respect to
the paid diversion, producers have entered into contracts in which they
undertake to reduce their production by from 5 to 30 per cent relative to
either the average of production in 1981-82 or of production in 1982 during
the 15 month life of the programme (as from 1 December 1983). Producers
are being paid $220.46 per tonne for reduced production. Although about
38,000 dairy producers are participating in this programme (i.e. about

20 per cent of all dairy producers is the United States) and have agreed to
reduce their marketings by 4.25 million tonnes, the results are viewed as
being disappointing: it had been hoped that production could have been
reduced by about 10 per cent. Amongst the reasons being offered for the
lower than expected level of participation are firstly, the fact that the
cost for producers to increase production after the end of the programme
would be too high (particularly the cost of buying cows) and, secondly, the
cost of reducing production would be too high if production had been
increased since the base period. In addition to the effects of the dairy
diversion programme it is believed that higher feeding costs and lower milk
prices have had and are having an influence on milk output. The ratio of
milk price to feed costs in the United States was 1.32 in April 1984, its
lowest level since June of 1977. Since April milk prices have increased
but by August the average price was still below year-earlier levels.
Although prices may rise above year-earlier levels later in 1984 they are
expected to average below year-earlier levels in 1985. Between

November 1983 and April 1984 the dairy cow herd decreased by 314,000 head,
a decrease of 2.8 per cent. On average during 1984 cow numbers are
expected to be 3-4 per cent less than year-earlier. Net removals of dairy
products from the market by the Commodity Credit Corporation are forecast
to total 3.80 million tonnes (milk equivalent) in 1984, compared to

7.6 million tonnes in 1983 (a decrease of 49 per cent). During
January-August of 1984 net removals decreased by 44 per cent relative to
year-earlier.

10. Milk production in New Zealand reached a record level of about
7,670,000 tonnes in the year nded 31 May 1984, 11.4 per cent more than
year-earlier. The magnitude of the increase is in large part attributed to
the existence of favorable weather conditions throughout the summer and
autumn. Part of the increase, however, must also be attributed to the
uptrend in dairy cow number which has been occurring since 1981. It is
estimated that cow number again increased at June 1984, although by less
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than 2 per cent. However milk fat production is expected to fall by about
5 per cent for the 1984/85 production year (ended 31 March), given the
expectation of a return to normal pasture conditions for the season. For
the 1983/84 season the basic price for milk fat was set at $NZ2.40 per kg.
and that for solids non-fat at 3NZ1.00 per kg. giving a combined basic
price of $NZ3.40 per kg. milk fat equivalent. The total end of season
payment for the 1983-84 season amounted to S$NZ3.50 per kg. compared to
$NZ3.60 in the 1982-83 season. The reduction was a direct reflection cf
the decrease in international prices experienced in 1983-84. For the
1984-85 season commencing 1 June 1984 the basic price for milk fat has been
set at $N22.50 per kg., and that for solids non-fat at $N21.05 per kg.,
giving a combined basic price of $NZ3.55 per kg. milk fat equivaient. It
should be noted that the supplementary minimum price scheme for dairy
products was terminated with effect from 31 May 1984. In any event, no
payments were made under the scheme in 1983-84.

11. The trend towards increasing milk production in Australia evident
since 16580-81 seems to be continuing. The increased production has
resulted entirely from increased yields per cow since dairy cow numbers
have decreased substantially. TFor the 1983/84 year production totalled
6,087,000 tons, 7.2 per cent more than year-earlier. This increase follows
a 4.8 per cent increase ir 1982/1983. Production for the calendar year
1984 1is forecast to total 6,050,000 tons, 3.0 per cent more than
year-earlier. Production for the dairy year 1984/85 1is forecast to
increase by 1.0 per cent to about 6,166,000 tons. The support, or
"underwriting", prices for the five principal dairy products in 1984/85 are
as follows: butter A$1,885 per tonne; casein A$2,126 per tonne; whole
milk powder A$1,228 per tonne; certain cheeses A$1,721 per tonne; skim-
milk powder A$846 per tonne. All prices are lower than those of the
previous year except for those of certain cheeses.

12, Milk production in Japan totalled 7,036,000 tonnes in 1983, 4.3 per
cent more than in 1982, The increase was attributable largely to higher
production per cow due to excellent weather conditions and consequent
abundance of feed supplies. However, dairy cow numbers also seem to be
continuing to increase. In February 1983 they totalled 1,469,000 head,
0.5 per cent more than year-earlicr. For fiscal year 1984 (beginning

1 April) the guaranteed producer price for milk for processing (the price
of milk for drinking being unsupported) was fixed at ¥ 90.07 per kg,
unchanged from year-earlier. It should also be noted that the deficiency
payment for milk for fiscal year 1984 is ¥ 20.89 per kg, 4 per cent less
than year-earlier. This results from, on the one hand, the freezing of the
guaranteed price and, on the other, the increase i1 the producer's sale
price of milk (to ¥ 69.18 per kg). Additionally the stabilization
"indicative" prices for the four me, or commodities for which prices are
supported (butter, skimmed milk powder, sugar condensed whole milk, and
sugar condensed skimmed milk) remained at the same levels as in 1983/84.
This latter fact was largely because the prices of these commodities had
been decreasing. At the same time, however, the maximum quantity of
production eligible for deficiency payment was increased by 3.25 per cent
to 2,220,000 tonnes.
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13. It appears that milk production in South Africa will decrease in 1984
relative to year-earlier in the face of, inter alia, lower supplemental
feed availability and higher costs. The decrease would follow several
years of increased production. Production totalled 1,814,300 tonnes in
1983, 1 per cent more than in 1982. The average return to producers for
industrial milk in 1983 was R 29.69 per 100 kg, 24 per cent more than
year-earlier. This price is a combination of the guaranteed price of

R 26.48 per 100 kg (basis 3.8 per cent butterfat) and the premiums paid for
butterfat in excess of 3.8 per cent.

14, Trends in milk production in major milk producing countries in Latin
America have been relatively diverse. 1In 1983 production in Argentina (is
measured by utilization) decreased by 1.3 per cent to 5,644,000 tonnes.
(During the first quarter of 1984 production decreased by 15 per cent to
1,274,000 tons.) On the other hand, production in Brazil is estimated to
have increased by 5.9 per cent to 10,700,000 tonnes and that in Uruguay by
21 per cent to 522,000 tonnes (production during the first six months of
1984 totalled 247,760 tons).

15. Milk production in Canada decreased by about 4.5 per cent in 1983 (to
7,444,150 tonnes) and indications are that it will remain at about the same
level in 1984, The production decrease in Canada largely reflects the
measures taken by the federal government to reduce production of industrial
milk, the production of which is subject to federal control. The national
quota for industrial milk was fixed at 47.6 million hectolitres for the
1983/84 production year (August/July). (Production, however, totalled

48.2 million hectolitres, with the excess of 600,000 hectolitres being
subject to the over-quota penalty.) As of 1 August 1984 the national guota
was fixed at the level of 47.6 million hectolitres. The "target return"
for industrial milk and cream was raised by 2.7 per cent at 1 August 1983
but at the same time, the levy on milk produced "over quota" was increased
by 6.9 per cent, to CDN$31.79 per hectolitre. However, the support prices
for butter and skimmed milk powder were raised by CDN$0.13 per kg (to $4.55
per kg) and by CDN$0.07 per kg (to $2.77 per kg) respectively. On

1 February 1984 the support price for butter was decreased by $0.30 per kg.
It should be noted that since 1 April 1982 industrial milk has been subject
to the federal governmert price restraint programme. Under the programme
price increases for goods and services provided by the government or
produced by industries subject to governmental regulatlon (such as
industrial milk) were confined to 6 per cent in 1982, 5 per cent in 1983
and are restrained to 4 per cent in 1984,

16. In Poland milk production has recovered sharply from the depressed
levels of 1981/82. Production totalled about 10.6 billion litres in 1983,
about 3 per cent more than year-earlier and is expected to total about

11 billion litres in 1984, which would be a further increase of 3 per cent.
The increases are largely attributed to increased yields per cow as a .
result of more favorable weather conditions. Cow numbers are also believed
to have decreased by about 0.5 per cent in June 1984, Poland is pursuing a
policy aimed at restoring the balance between supply and demand for milk.
Dairy output is supported, inter alia, by price subsidies for milk
products. The subsidies producers receive depend on the costs of
production and marketing borne by producers.
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17. It is believed that production in Hungary was relatively stationary in
1983 at about 2,776,000 tonnes (roughly 2.7 billion litres). Although
production per cow is increasing, cow numbers are decreasing. Dairy cow
numbers totalled 735,000 head at 1 January 1984, 2 per cent less than
year-earlier. The guaranteed prices paid to producers for milk are not
only differentiated in terms of quality but also by size of producer. Thus
while the prices of first and second class milk from 1 January to

30 April 1984 for "large" producers were Ft 7.25 and Ft 7.15 per litre,
respectively, they were Ft 7.15 and Ft 6.95 respectively, for "small"
producers. Tn addition premiums or discounts from these prices are exacted
for butterfat content above or below, respectively, 3.6 per cent at a rate
of Ft 110 per kg. For the period } May 1984 to 30 November, all pruducer
prices were reduced. The average reduction was about Ft 0.60 per litre.

It might be noted that special aids are accorded to "small" producers.

18. Elsewhere in Eastern Europe milk production was also favorably
influenced by improved weather conditions in 1983. 1In Bulgaria production
increased by about 5.7 per cent to 2,143,000 tonnes, while in Romania
indications are that it increased by 6.5 per cent to 3,300,000 tonnes.
Previously production in Romania had been declining consequent to severe
drought conditions.

19. It is estimated that cow's milk production in Spain in 1983 totalled
about 6,050 million litres, roughly 1.7 per cent more than in 1982. 1t is
believed that production per cow recovered from the drought induced low
level of 1982 when it averaged 2,888 litres, 9 per cent less than in 1981,
Dairy cow numbers at March 1983 were well (5 per cent) below year-earlier,
representing an end to a three-year uptrend in dairy-cow numbers.
Preliminary estimates suggest that millk production in Portugal decreased in
1983 by about 5 per cent to approximately 789,000 tonnes, but is expected
to increase again in 1984 and 1985.

20. At 96.4 million tonnes milk production in the USSR was 6 per cent
higher than year-earlier in 1983. Virtually the totality of this increase
was due to increased milk yield per cow by virtue of the improved pasture
conditions and feed supplies (milk yield increased by 7 per cent). The
upward trend of production continued in early 1984, during the first

2 months production was up by 8 per cent. Production is expected to total
about 100 million tons in 1984, 3.7 per cent more than in 1983,

21. 1t is estimated that cow's milk production in both India and China
increased again in 1983. Production in India may have increased by as much
as 3 per cent to 14.2 million tonnes and that in China by 6 per cent to
6.55 million tonnes. Assuming that favorable weather conditions continue,
further production increases in 1984 seem likely.

22. Tt is estimated that cow's milk production in Egypt totalled about
650,000 tonnes in 1983, unchanged from year-earlier. Buffalo milk
production, however, is estimated to have increased by about 4 per cent to
1.3 million tonmes. Sheep and goat milk production is negligible.
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Consumption

23. Although tne data regarding human consumption of liquid milk lacks
some precision for some countries (owing to the fact that such data is
often inseparable from that for consumption of other fresh products) it is
clear that, globally, consumption of liquid "whole" or "standard" milk is
decreasing. In many countries consumption has been decreasing for some
time. There appears to be a strong relationship in many countries between
liquid milk consumption and average income level. 1In general, it appears
that in higher income countries where milk consumption has been at
relatively high levels for some time consumption is now decreasing as
income rises. Amongst the factors contributing to the negative
relationship between whole milk demand and income the following, inter
alia, have been cited: health concerns as regards the fat content, ageing
populations and the introduction of numerous beverage substitutes. Japan
seems to represent a special case as regards high income countries.
Consumption of liquid milk is continuing to increase, but the pace of the
increase is slowing down. It should be noted that in Japan per capita
consumption was relatively low. In lower income countries there still
appears to be a positive relationship between demand for whole milk and
income. In some countries where milk consumption has increased, or has
been relatively stable, a principal cause has been the existence of retail
price subsidization or welfare programmes; Austria is an example of such a
situation. 1In others, producer or governmental organizations actively
promote milk consumption.

24, The following countries have exhibited decreasing consumption of whole
milk (the percentage decline 1983/82 is presented in brackets): United
States (- 2.8), Canada (- 3.7, as measured by sales), New Zealand
(projected 1984 consumption 6 per cent iess than in 1980), Switzerland
(-0.5), Norway (-2.5), Finland (-3.8, including milk of both 3% and 47 fat
content) Sweden (-0.5, excluding "K" milk). Consumption also appears to
have decreased in the EC. Increased consumption was recorded im the
following countries ia 1983: Japan (+ 1.3), Austria (+0.1), Bulgaria
(+5.9, including yoghu~t consumption), South Africa (+0.2), Argentina
(+0.9), Uruguay (+13.2).

25. Growth in sales and consumption of low fat milk continuves in a number
of countries. 1Indeed growth in consumption of low fat milk has been
svfficient in a number of countries to outweigh the decrease experiences in
whole milk consumption. The growth seem to be mainly associated with
health concerns. Sales of low fat milk in the United States grew by about
2 per cent in 1983, while sales In Canada were expected to grow by about 3
per cent in the 1983/84 marketing year. In Finland skim milk consumntion
increased by 2.2 per cent. On the other hand, consumption even of low fat
milk in Sweden decreased.

26. Farm use of whole milk appears to have decreased in recent years in a
number of countries. However, this is a trend which has been reversed ir. a
nunber of countries owing to the installation or tightening of mil':
production or delivery restraints. It could be expected that this tendency
will become more widespread as production restraint becomes more
generalized.
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Fresh Milk Ptoducts1

27. Accocding to the data available to the secretariat, consumption of
fresh milk products, which appears to have recovered to some extent in 1982
after the slackening recorded the previous year, continued to increase in
1983. At the time of drafting this report, however, lack of information
concerning some of the countries or the group of _ountries which are the
main consumers of fresh milk products (EEC, United States) makes it
impossible to establish any definite trend.

23. In the EEC, output of fresh products in 1982, according to revised
datz, amounted to 27,278,000 tons, an increase of about 1 per cent compared
with 1981. Consumpticn declined by 0.9 per cent, to 27,062,000 and exports
fell by 2.5 per cent to 197,000 tons. At the present time, consumption of
fresh products in the EEC is already high and despite campaigns launched in
order to boost it, no very significant results can be expected.

29. Output of fresh products in Sweden continued to increase in 1983,
though less steadily than in 1982. Although output of cream decreased by
about 1.5 per cent compared with the previous year, to 65,000 tons, all
other fresh products showed increases: output of whey rose from

1,121,000 tons in 1982 to 1,165,000 tons in 1983; output of fermented
milks increased by 2.9 per cent to 214,000 tons and output of buttermilk
was 92,000 tons, an Increase of 2.2 per cent. In Norway, output of low-fat
products continued to increase in 1983, reaching 118,000 tons, an increase
of 6.4 per cent compared with 1982. Production of curdled milk, képhir and
yoghurt also continued to increase, reaching 42,200 tons, an increase of
1.9 per cent, whereas production of acidified and fermented milk showed a
decrease of about 6.6 per cent, to 18,300 tons. Cream production remained
stable at 23,900 tons. In 1983, production in Finland of partly skimmed
low-fat milk was 471,000 tons, a decrease of 5.4 per cent compared with
1982. Output of products based on acidified milk also declined, to

303,000 tons, a fall of 5 per cent. Output of cream increased by

3.6 per cent to 29,000 tons. In Switzerlaud, output of acidified milk,
which consists almost entirely of yoghurt, has increased constantly for
several years; it rose again in 1983 by 2.9 per cent, to reach

107,000 tons. Exports of yoghurt remained at the same level as in 1982,
i.e. 10,000 tons. Cream production also continues to increase; 1t reached
41,000 tons in 1983, an increase of 2.5 per cent compared with the previous
year. 1In Austria, production of yoghurt and chocolate-flavoured milk in
1982 declined by 0.5 per cent as compared with 1981, to 64,200 tons,
whereas cream productivn remained relatively stable at 27,100 tons.

IAs a general rule, the figures for total consumption of fresh
products are identical with those for production. In the few countries or
the group of countries where these figures differ, the data ave indicated
separately.
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30. Hungary's production of acidified milk continued to rise in 1982 to
reach 21,400 tons, wp by about 0.5 per cent, representing a slackening of
the growth rate, which had reached 7 per cent in 1981. Sour cream
production fell back by about 1 per cent to 60,900 tons, while cream output
increased by 1l per cent in 1982, reaching 8,100 tons. The same trend
could be seen in the output of whey, which increased from 478,400 tons in
1981, to 502,200 tons in 1982, an increase of 5 per cent.

31. 1In Japan, output of flavoured milk, which had declined by 1.2 per cent
in 1982, recovered in 1983 to reach 634,000 tons, an increase of

7.1 per cent. Output of fermented milk and acidified milk drinks, which
had been Increasing since 1981, rose further in 1983 by 6.5 per cent, to
312,000 tons.

32. 1Im the United States, sales of flavoured milk and milk drinks amounted
to 997,000 tons in 1982, representing a decline of about 4.2 per cent
compared with 1981, while sales of most other fresh milk products
increased. Sales of buttermilk rose from 405,000 tons in 1981 to 424,000
tons in 1982; sales of yoghurt, which appear to have increased more thau
tenfold in the last twenty years, although this product is not consumed by
a large part of the population, increased by 7.2 per cent in 1982 to reach
283,000 tons; in the same year, sales of milk and cream mixtures rose from
262,000 tons to 267,000 tons, sales of cream increased by 7.3 per cent to
103,000 tons and sales of sour cream increased by 7.7 per cent to 210,000
tons.

33. In 1983, Canadian production of cream increased by about 4.6 per cent
compared with 1982, reaching 397,450 tons of milk equivalent. 1In the first
half of 1984, output totalled 193,708 tons. In 1983, output of low-fat
products such as buttermilk continued the decline started in 198!, falling
to 103,800 tors, a reduction of 1.9 per cent. Production of curdled milk,
képhir and yoghurt showed an increase of 3.2 per cent and is believed to
have reached about 40,600 tons.

34. Australia recorded vigorous consumption growth for such products as
yoghurt and cream. In New Zealand, where cream output amounted to

9,400 tons in 1981, consumption of certain fresh milk products such as
yoghurt and ice cream rose in 1982.
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Skimmed Milk Powder

Production (see Table 1)

35. 1In 1983, total production of skimmed miik powder in the countries or
group of countries listed in Table 1 reached 3,895,000 tons, i.e. about
274,000 tons or 10.6 per cent more than in 1982. According to estimates,
world production, which amounted to 4,490,000 tons in 1983, was 9.7 per
cent greater than in 1982, when it rcse by 7 per cent compared with 1981.
According to the data shown in Table 1, however, production decreased
somewhat during the first half of 1984. 1In the EEC, after falling 2.8 per
cent in 1982, production seems to have increased by about 13.3 per cent in
1983, reaching 2,222,000 tons; in the first half of 1984, on the other
hand, it appears to have decreased by 10 per cent, to about 1,234,000 tons.
In the United States, production continued to increase, showing a rise of
8 per cent in 1983 and reaching 691,000 tons; in the first half of 1984,
however, 1t appears to have fallen by 15.9 per cent to 313,000 tons. 1In
New Zealand, production recovered in 1983, showing a slight rise (about 1.3
per cent) and reaching 177,400 tons, whereas it fell by about 11.6 per cent
in 1982 compared with 1981; it increased very substantially in the firet
half of 1984 (about 111 per cent) as a result of a large rise in milk
output. In Australia, production in 1983 rose substantially (36.€ per
cent) compared with 1982; production in the first half of 1984 continued
to increase at a slightly slower rate. In Canada, on the other hand,
production decreased substantially (by about 30 per cent) to 121,700 tons;
output rallled, however, in the first half of 1984. According to the data
communicated to the secretariat, production of skimmed milk powder by most
of the other participants followed an ascending curve in 1983, inter alia,
in Japan, Poland, Sweden, Finland and Austria. According to some r.ports,
production in the USSR also contlinued to increase in 1983.

36. It is estimated that world production of skimmed milk powder will
increase by about 1.6 per cent in 1984, 1.e. at a considerably slower rate
than in 1983. 1In the EEC, production might show a decrease of 14.5 per
cent in 1984 compared with 1983; a subsequent decline of 4.2 per cent is
expected in 1985 compared with 1984, It has been forecast that in the
United States production will show a decrease by 18 per cent in 1984, and a
subsequent decline by 7 per cent in 1985. In New Zealand, the increased
output of milk in 1983/84 was used mainly to make butter and skimmed milk
powder. It may be estimated that for the calendar year 1984 production of
skimmed milk will be great~r than in 1983. Nevertheless, output in 1984/85
’8 expected to be below the 1983/84 level. In Australia, production of
skimmed milk powder and buttermilk powder in calendar year 1984 will exceed
the 1983 level. For the 1984/85 season, a 30 per cent increase im output
of these products is expected, coming after a rise by 28.9 per cent in
1983/84. Poland's production is expected to remain relatively stable in
1984. 1In Canada, production may increase in 1984/85 compared with 1983/84.
According to some reports, production in the USSR may continue to increase
in 1984.
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Irade (see Tables 2, 3 and 4)

37. According to the provisional data available to the secretariat, total
exports of skimmed milk powder (including food aid) showed a slight
increase in 1983, after two years of decline. For the countries or group
of countries included in Tahle: 2, it will be seen that total exports for
1983, at 856,000 tons, were greater (by about 2.2 per cent) than the 1982
figure. This rise is partly due to the very substantial increase in
foreign donations by the United States. According to the data in Table 2,
exports in the first half of 1984 continued to increase. Exports bty the
United £:ates rose very substantially in 1983, reaching 234,000 tons, i.e.
an increase of 85.7 per cent compared with 1982; approximately half of the
shipments - about 113,000 tons - were made as food aid. The principal
destinations of these exports were countries in Southern Asia and 4frica,
as well as Poland and Mexico. Exports continued to increase in the first
six months of 19d4, though at a slower rate, reaching 108,000 tons, about
three~-fourths of which was shipped as food aid. 1t should be noted that as
a result of the agreement signed in February 1982, the United States and
Jamaica concluded, in November 1983, a barter agreement for the exchange of
United States surplus dairy products to a value of US$13.6 million, against
Jamaican bauxite. Under this agreement the United States will exchange
11,340 tons of skimmed milk powder at US$740 per ton f.a.s. and 2,855 tons
of butter oil at US$1,780 per ton f.a.s. against 400,000 tons of bauxite.
Under the second part of this arcrangement, 17,091 tons of skimmed milk
powder and 4,355 tons of butter oil were sold to Jamaica at the beginning
of 1984 at the same prices as in November 1983. 1In addition, among
programmes for expanding the utiiization of dairy products, mention may be
made of export sales for social welfare programmes in recipient countries.
Total exports from the EEC (imcluding food aid) decreased in 1981 and 1982.
This decline continued in 1983, when exports amounted to 209,000 tons, i.e.
a fall of 41.6 per cent compared with 1982. According to provisional data,
however, exports recovered during the first half of 1954, reaching

157,000 tons, as against 116,600 tons in the corresponding period of 1983.
The principal destinations of exports from the Community in 1983 were
countries in Africa and Asia. Exports from New Zealand showed an increase
of 9.8 per cent in 1983, rising to 155,200 tons; this increase was
continued in the first half of 1984, though at a slower rate. As in 1982,
the main destinations of New Zealand exports in 1983 were countries in
South East and Eastern Asia. Exports from Canada decreased substantially
in 1983 (by about 31 per cent) falling to about 82,600 toms; they
continued to decline more rapidly in the first half of 1984. The principal
destinations of Canadian exports in 1983 were Iran and Peru. Exports from
Australia amounted to 55,500 tons in 1983, i.e. an increase of about 54 per
cent compared with 1982; they continued to increase in the first half of
1984, though at a comsiderably slower rate. It is also worth mentioning
that in January 1984 Australia gove notice, in accordance with Article 3,
paragraph 5 of the Protocol, of its inteation to dispose of 250 tonc of
skimmed milk powder at a price below the minimum price. Exports from
Poland more than tripled in 1983, reaching about 38,000 tons, as against
10,800 tons in
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1982; this increase continued in the first half of 1984, when exports
increased by 70 per cent in relation to the corresponding half of 1983,
reaching 19,900 tons. The main destinations of Polish exports in 1983 were
countries in South and East Asia and Algeria. Sweden also recorded a
substantial increase (about 67 per cent) in its exports in 1983, which
amounted to 31,300 tons. In the first half of 1984, however, its sales
declined substantially. South Africa exported about 7,600 tons of skimmed
milk powder in 1983, whereas it made no exports in 1982: the main
destination was Japan. In the first half of 1984, about 5,700 toms t-ere
exported. It should be mentioned that in March 1984, South Africa exported
skimmed milk powder through the New Zealand Dairy Board, mainly to the Far
East. The amount sold was 6,000 tons and delivery by South Africa took
place between April and September 1984. 1t must also be mentioned that in
December 1983, South Africa sold 400 tons of skimmed milk powder to .Japan
for use as animal feed, at a price below the minimum price.

38. On the import side, it should be noted that purchases by Japan, which
is a traditional importer, reached the same level in 1983 as in 1982,

i.e. 93,000 tons. 1t should also be noted that most of the powder imported
- 72,000 tons - was for use as animal feed. At the beginning of 1984,
imports picked up again and showec a rise of 17.5 per cent between January
and June. The principal origin of imports im 1983 was New Zealand, which
sold Japan about 57,000 tons of skimmed milk powder. Spain, which is also
a traditional importer of this product, imported less in 1982, and the
decline continued in 1983. Mexico, which was reported to have maintained
fairly high levels of imports in 1981 and 1982, appears to have imported
about 112,000 tons of skimmed milk powder in 1983, as against 97,000 tons
in 1982, the main supplier being the United States. In general, however,
imports of dairy products by developing countries fell from 17 million tons
of milk equivalent in 1982 to 16 million tons in 1983 (estimated figures),
the petroleum exporting countries accounting for about half of these
imports.

39. As regards the outlook, the slight recovery in international trade
noted in 1983 may continue or even gain strength in 1984 by reason, in
particular, of the increase in food-ald deliveries. There are some
indications that United States exports may amount to 275,000 tons in 1984,
as against 234,000 tons in 1983. The recovery of exports by the EEC, which
started at the beginning of 1984, may continue for the rest of the year.
Oceania may show some increase in exports in 1984, whereas sales by Canada
may decline. Poland's exports could reach the level of 35,000 tons in
1984,

Food aid

40. According to certain estimates, food-aid deliveries of dairy products,
consisting mainly of skimmed milk powder and anhydrous milk fat, increased
in 1983 to more than 3 million tons of milk equivalent accounting for

approxinately 14 per cent of total world exports of dairy products. Large
quantitics of skimmed milk powder are used to promote dairy development in
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the recipient countries. According to some reports, an increase is planned
for nutrition projects and support projects for dairy development
programmes. Foreign donations of skimmed milk powder by the United States
amounted to 113,000 tons in 1983, as against 66,000 tons in 1982, the main
destinations being countries in Africa and Asia, as well as Mexico and
Poland. During the first six months of 1984, foreign donations amounted to
about 82,000 tons, out of total exports of 108,000 tons. While it was
forecast that shipments of skimmed milk powder under Public Law 480 would
amownt to 140,000 tons during the 1984 financial yezr, as against

142,000 tons in the previous year, it was also expected that in the same
financial year shipments under Section 416 would reach 70,000 tons

(27,000 tons carried forward from the previous year) as against 43,000 tons
in the financial year 1983. These figures do not include skimmed milk
powder exportad as a component of a mixture of corn, soya and skimmed milk
powder. Food-aid deliveries by the EEC amounted to 74,000 tons in 1983,
against 165,000 tons in 19Y82. The 1983 programme (approved in July 1983)
was for 150,000 tons, the same as in 1982, The main beneficiaries under
the 1983 programme were India with 35,000 tons, Egypt with 10,000 tons and
the World Food Programme (27,000 tons). The 1984 food-aid programme of the
Community provides for 122,500 tons of skimmed milk powder. The
secretariat does not have a break-down of this quantity by recipient
countries and international organizations. Food-aid operations by Canada,
reported to have been of the order of 14,000 tons of skimmed milk powder in
the 1982/83 fiscal year, seem to have increased substantially during the
1983/84 fiscal year, to reach 28,000 tons. According to available data,
food-aid deliveries of milk powder have also been made by Australia,
Austria, Finland, Japan and Switzerland. According to some reports, China,
which 1s net traditionally a large milk producer and consumer, 1s now
attaching greater importance to dairy development and may use food aid in
the form of skimmed milk powder and anhydrous milk fat as a major element
in its dairy development programme.

Consumption (see Table 5)

41, World consumption of skimmed milk powder 1s reported to have grown
faster in 1983 than in 1982. According to the figures given in Table 5,
apparent consumption of skimmed milk powder increased by about

16.5 per cent in 1983, This appears to have been due primarily to
increased consumption in the United States and the EEC, where several
promotion programmes are in effect. Total consumption in the EEC seems to
nave risen in 1983 to 1,600,000 tons, an increase of 23 per cent compared
with 1982. Taking liquid skimmed milk used as animal feed into account,
apparent consumption in skimmed wmilk powder =2quivalent would be about
2,000,000 tons. buman consumption appears to have fallen to 220,000 tons,
or 20,000 tons less than in 1982. 1In the case of animal feed, which is the
main outlet for skimmed milk powder in the Community, apparent consumption
seems to have been close to 1,800,000 tons, of which 1,300,000 tons was
used to feed calves and 500,000 tons to feed pigs and poultry. During the
first six months of 1984, total domestic consumption appears to have been
1,104,000 tons, as against 944,000 tons in the first half of 1983. Most
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of this - 956,000 tons - seems to have been used as animal feed, while
human consumption amounted to about 148,000 tons. In the United States,
total domestic crnsumption increased by 22.7 per cent in 1983, reaching
406,000 tons. As in 1982, the volume of skimmed milk powder used for
animal feed (28,000 tons in 1983) remainred small compared with human
consumption (378,000 tons). Total domestic consumption in the first

six months of 1984 showed a decrease due mainly to the smaller amount used
for human consumption. 1In Japan, total domestic consumption increased by
9 per cent in 1983, reaching 263,000 tons. During the first half of 1984
it remained relatively stable at about 126,000 tons. The greater part of
the skimmed wilk powder consumed was used for human consumption. In
Australia, apparent consumption of skimmed milk powder appears to have
declired substantially in 1983, but recovered during the first six months
of 1984. 1In Finland, Hungary and Austria most of the volume consumed In
1983 and the first half of 1984 was used for animal feed.

42. 1t should be noted that in Western Europe, where skimmed milk powder
1s used mainly for animal feed, measures are applied to promote its
consumption. EEC direct aid for the use of skimmed milk powder in the
feeding of calves is at the rate of ECUs 73 per 100 kg. or 44 per cent of
the price of this product. 1In addition, subsidies are granted for liquid
skiomed milk, to promote its use either in the animal feed sector or for
processing into casein. In addition to these permanent measures, special
measures can be taken in the "pig and poulty" compound feed sector if the
stock situation so requires. Thus, as indicated in the preceding
paragraph, it is estimated that some 500,000 tons were sold at greatly
reduced prices in 1983 for pig 2nd poultry feeding, while EEC consunption
of skimmed milk powder for the feeding of calves amounted to

1,300,000 tons. The price of soya protein rose in 1983, which made it less
competitive than in the past and favoured the use of skimmed milk powder as
a substitute in compound f¢ ‘d. 1In the EEC, 89 per cent of total
consumption of skimmed milk ,owder was supported by government measures in
1983, as against 84 per cent in 1982. It should be mentioned that in

July 1984 the Council decided to extend the aid régime of skimmed milk
powder for calves to include partly skimmed milk powder (9 to 11 per cent
fat), which should provide an additional outlet. Sales at greatly reduced
prices for "pig and poultry" feed are forecast to total some 500,000 tons
in 1984. Tt may be expected that in 1984 the amount sold fc. animal feed
will again increase. Other participants tvo, in particular Austria,
Finland and Switzerland, engage in drives to promote the consumption of
both skimmed milk powder and liquid skimmed milk as animal feed. It should
be noted that the United States Department of Agriculture is planning to
increase sales of skimmed milk powder for animal feed. It has been
estimated that these sales may rise to 45,000 tons in 1984, compared with
28,000 tons in 1983. As regards consumption of dairy products in general,
a number of programmes have been set up to increase the use of dairy
products in the United States. National donations of skimmed milk powder
may reach 70,000 tons in 1984, an increase of 230,000 tons compared with
1983. It is estimated that the proportien of total consumption of skimmed




-3 -

milk powder supported by government measures rose to 22 per ceat in the
financial year 1983, as against 20 per cent in 1982. In Canada, where
denatured skimmed milk powder for animal feed is sold at reduced prices on
the domestic market, a further price reduction on this product has recently
been announced.

Stocks (see Table 6)

43. Total stocks of skimmed milk powder in the EEC, North America and
Oceania (approximately 1,783,000 t-23 on 1 January 1984) were about

32 per cent larger than one year earlier. Total stocks of skimmed milk
powder held by other participants showed divergent trends between

1 January 1983 and 1 January 1984. The increase in world production of
skimmed milk powder caused a considerable rise in the level of stocks in
1983. Stocks continued to grow in 1984, though at a much slower rate. The
increase recorded in 1983 is accounted for mainly by public stocks in the
United States and the EEC.

44, On 1 July 1984, the EEC, North America and Oceania held total stocks
of about 1,725,000 tons, as against 1,660,000 tons the previous year and
1,086,000 tons in July 1982. Public stocks of the EEC rose to 956,000 tons
on ! July 1984, from 888,000 tons on 1 July 1983 and d 396,000 tons on

1 July 1982. Subsequently they increased somewhat, to about 965,800 tons
on 13 September 1984, On 1 July 1984, stocks held by the United States had
reached 645,000 tons, a slight increase by l.4 per cent compared with the
situation one year earlier. Stocks declined thereafter and on 21 September
1984 were at the level of 550,000 tons, as against 614,000 tons on 23
September 1983. 1t has been estimated that as a result of the measures
taken to balance supply and demand, stocks at the end of 1984 could be wel?
below their level one year earlier. At the end of 1983, stocks of skimmed
milk powder in the EEC and the United States alone represented about one
third of annual world | production and twice the volume of international
trade. On 1 July 1984, stocks of skimmed milk powder in New Zealand and
Canada were below their level on 1 April 1983. Australia's stocks, on the
other hand, increased appreciably between 1 July 1983 and 1 July 1984,

International prices

45. 3ince 1 October 1981 the minimum price of skimmed milk powderl has
been US$600 per metric ton f.o.b. International prices of skimmed milk
powder weakened, particularly during the first three quarters of 1983.
Average prices in 1983 fluctuated between US$745 and US$850 per ton f.o.b.
and competition remained strong. At the beginning of 1984 prices of
skimmed milk powder for human consumption varied according to the supplier
and appear to have been in a bracket of US$700 to US$760 per ton f.o.b. at
the end of March. These prices seem to have remained fairly stable in the
second quarter of 1984, fluctuating between US$690 and US$760 per ton
f.o.b. Sales of skimmed milk powder for animal feed were, however, made at
lower prices. 1In the third quarter of the year, prices of skimmed milk
powder declined slightly to reach a bracket between US$640 to US$720
f.o.b., the prices at the lower end of the bracket being those of skimmed
milk powder for animal feed.

lSee table on page 2.
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Whole Milk Powder

Production (see Table 7)

46. 1In 1983, total production of whole milk powder in the countries or
group of countries listed in Table 7 amounted to about 1,042,000 tonms,
about 100,000 tons or 8.9 per cent less than in 1982. According to the
figures given in Table 7, production - which is closely keyed to demand =
picked up in the first six months of 1984. 1In the FEC, the world's leading
producer, output in 1983 was estimated at 604,000 tons, or 10.1 per cent
less than in 1982, According to provisional data, production in the first
half of 1984 showed a rise of 19.2 per cent. In New Zealand, production
fell by 21 per cent in 1983, to 104,000; it increased very substantially,
however, in the first six months of 1984, as a result of a large increase
in milk output. Production in the 1983/84 season reached 124,000 tons, as
against 114,000 tons in 1982/83. In Australia, production amounted to
43,400 tons in 1983, a decrease of 25.4 per cent compared with 1982,

O:tput in the 1983/84 season totalled 44,000 tons, down by about 12.1 per
cent in relation to 1982/83. This decline has been attributed to slower
export demand and to keen competition at the level of prices on the
international market. In Poland, production increased in 1983 but declined
during the first six months of 1984. In Finland, production amounted to
25,0GC cons in 1982 <r 3,000 tons less than In 1982; production for the
first half of 1984 increased substantially.

47. As regards the outlook, it has been estimated that production of whole
milk powder in the EEC may rise by 18 per cent in 1984 as compared with
1983. The expected rise is, however, subject to export possibilities,
since output of this product depends on orders from third countries.
According to some projections, production will increase by 2.6 per cent in
1985 compared with 1984. In New Zealand, output in calendar year 1984 will
pre ““ly be above the previous year's level; production in 1984/85 is
likew ‘se expected to exceed the total for 1983/84, and reach some

132,000 tons. TIn Australia, production in 1984/85 could be down 14 per
cent to the level of 38,000 tons. In Finland, output in 1984 could reach
31,000 tons, an increase of 6,000 tons in relation to 1983.

Trade (see Tables 8 and 9)

48. According to the figures ia Table 8, total exports of whole milk
powder decreased in 1983 by about 103,C00 tons, to a level of about

610,000 tons. The slowdown in international trade observed in 1982 was
accentuated in 1983 when the market for whole milk powder was characterized
by instability and weakness of demand. In the first six months of 1984,
however, exports revived.

49. On the export side the EEC, the leading exporter of whole milk powder,
1s reported to have exported 420,000 tons in 1983, i.e. 13.9 per cent less
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than in 1982. Exports in the first half of 1984 are estimated at

263,000 tons, or 59,000 tons more than in the corresponding period of 1983.
The main destinations of exports in 1983 were countries in Western Asia,
South America and Africa. Exports from New Zealand, the world's second
largest exporter, which had increased by about 59 per cent in 1982, fell by
19 per cent iun 1983, to 95,000 tons. During the Iirst six months of 1984,
however, exports revived. In 1983 the main destinations were South and
East Asian countries and the USSR. Exports from Australia, which had
increased by 8.9 per cent in 1982, showed a decline of 19.2 per cent in
1983, falling to 33,600 tons. This fall continued during the first half of
1984. Ie 1983 the principal destinations were South and East Asian
countries. Exports in 1983/84 declined by about 7,400 tons compared with
1982/83, falling to about 30,700 tons. Exports from Finland, which go
almost exclusively to the USSR, amounted to 25,000 tons in 1983, or 8.7 per
cent more than in 1982; they continued to grow during the first six months
of 1984 at a faster rate. For the year 1984 as a whole, they are expected
to total 30,000 tons. Exports from Austria showed a severe fall (41 per
cent) in 1983, tn 14,300 tons; during the first half of 1984, however,
they increased very substantially (by 112 per cent) to reach 15,700 tons,
as against 7,400 tons during the corresponding period of 1983, the
principal destinations being countries in Eastern Europe and the Middle
East. As regards imports in 1983, the developing countries reduced their
purchases, which had been increasing quickly up to 1981, Their imports are
believed to have revived in 1984, however. Imports by the USSR seem to
have declined steeply in 1983,

International prices

50. Since 1 October 1981, the minimum price of whole milk powderl has been
US$950 per metric ton f.o.b. International prices of whole milk powder
weakened in 1983, falling to within a range of US$1,000-1,150 per ton
f.o.b. at the end of the year. It seems, however, that some sales were
made at lower prices. At the beginning of 1984 the fall in prices appears
to have continued, to reach a range of US$980-1,100 per ton f.o.b. toward
the end of the first quarter. Prices seem to have remained relatively
stable during the second quarter of 1984, fluctuating between US$970 and
US$1,100 per ton f.o.b. In the third quarter of the year, prices weakened
slightly, inter alia, because of appreciation of the United States dollar,
and were fluctuating between US$950 and US$1,050 per ton f.o.b. toward the
end of September.

lSee table on page 2,
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Buttermilk Powder

51. The secretariat receives very little information on this product from
participants. 1t appears that im several participating countries no
separate official statistics on production, stocks and trade are kept for
buttermilk powder. The figures are not known because they are no doubt
included in the statistics on skimmed milk powder. Certain participants,
however, have supplied the secretariat with the limited amount of
information which follows.

52. In New Zealand, output of buttermilk powder increased im 1983 and the
first half of 1984. Exports were rising during 1983, but declined in the
first six months of 1984, At 1 July 1984, stocks totalled 17,800 tons as
against 12,000 tons one year earlier. It should be mentioned that in
February 1984 New Zealand notified its intention of selling to Spain 3,000
tons of buttermilk powder for animal feed at less than the minimum price.
In Australia, production was rising in 1983 and the first six months of
1984. Exports increased in 1983 and dropped back in the first half of
1984, At 1 July 1984, stocks were larger than one year earlier. 1Im
Austria, Sweden and the United States, the small quantities of buttermilk
powder produced were used for domestic consumption and these countries
neither exported nor imported buttermilk powder in 1983 and the first

six months of 1984,

53. No quarterly breakdown of information on buttermilk powder is
available for the EEC. According to certain reperts, Community production
of buttermilk powder 1s estimated to have totalled 45,000 tons in 1983,
unchanged from 1982.

54. Since 1 October 1981 the minimum price of buttermilk powdetl has been
US$600 per metric ton f.c.b., i.e. the same as the minimum price for
skimmed milk powder.

lSee table on page 2.
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Butter

Production (see Table 11)

55. 1In 1983, total production of butter in the countries and group of
countries listed in Table 1! reached some 3,900,000 tons, an increase of

9 per cent in relation to 1982. There are indications that world butter
output in 1983 amounted to 6,914,000 tons, representing an increase of «
8.5 per cent over 1982, when production had increased by 5 per cent.
According to the data in Table 11, overall production of butter seems to
have decreased slightly in the first six months of 1984 in relation to the
corresponu.ng period of 1983. 1In the EEC, output is estimated to have
increased by 11.8 per cent in 1983 to reach 2,183,000 tons; according to
provisional data, butter output seems to have declined by 2 per cent in the
first half of 1984 in relation to the corresponding period of 1983. 1In the
United States, where production had risen by 2.3 per cent in 1982, the
uptrend strengthened in 1983 raising output to the level of 593,000 tons,
representing an increase by 4 per cent in relation to 1982. In the first
six months of 1984, however, output dropped back by 12.8 per cent to
292,000 tons. In New Zealand, production declined by 0.5 per cent in 1983
to 238,400 tons. Following an increase in milk output in early 1984,
however, butter production progressed by some 33 per cent in the first

half of the year. Output in 1983/84 was above the previous season's level.
in Australia, production rose by 28.3 per cent in 1983, reaching 93,300
tons. As in New Zealand, the upward trend continued in the first six
months of 1984, when production was 32.2 per cent above the level for the
corresponding period of 1983. Output in 1983/84 reached 111,000 tons, an
increase by 26 per cent over the preceding marketing year. Following
improved milk production, butter output in Poland recovered in 1982 and
reached 224,000 tons, an increase by 1.2 per cent in relation to 1981.

This recovery became more pronounced in 1983 when production progressed by
16.2 per cent and totalled 261,000 tons. In the first six months of 1984,
the uptrend continved at a faster rate. In Finland, production increased
by 21.7 per cent in 1983, reaching &4,000 tons. In the first half of 1984,
however, it dropped back by 9.3 per cent. In Canada, creamery butter
production declined by 16 per cent in 1983 to the level of 103,000 tonmns;

in the first six months of 1984, however, it increased by 5.4 per cent to
reach 57,400 tons. According to the figures given in Table 11, butter
output by other participants was generally rising in 1983 and the first
half of 1984. 1In the USSR output is believed to have increased
substantially in 1983 (by atout 13 per cent) to reach 1,439,000 tons.

56. According to certain sources, world output of butter will rise by
about 2 per cent in 1984, i.e. much more slowly than in 1983. The major
part of the increment will be produced in the USSR, where output in 1984
could be 4 to 5 per cent above the 1983 level. EEC output is expected to
show a decline by 7.4 per cent in 1984 and by a further 3.1 per cent in
1985. 1In the United States too, a decline by 12 per cent in 1984 and by a
further 4 per cent in 1985 is seen as likely. In New Zealand, butter
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output in 1984 will be above the 1983 level; nevertheless, production in
1984/85 1is expected to be below the 1983/84 level. In Australia, aggregate
production of butter and anhydrous milk fat could show an increase in
1984/85. 1In Canada and Poland, too, production could progress in 1984,

Trade (see Tables 12, 13 and 14)

57. According to the figures in Table 12, exports of butter declined in
1983; nevertheless, they seem to have revived during the first six months
of 1984. As in 1982, international trade in butter slowed down in 1983
because of weaker demand. In mid-1984, the market situation was
characterized by a high level of stocks, weakness of demand and strong
competition as to prices.

58. On the export side, sales by the EEC to third countries were estimated
at 215,000 tons in 1983, down 13.3 per cent in relation to 1982. 1Imn 1983,
the EEC was exporting mainly to certain Mediterranean countries, the USSR
and OPEC countries. According to provisional data, exports seem to have
rallied in the first six months of 1984, Butter exports by New Zealand
dropped back 28.4 per cent in 1983 to the level of 147,600 tons, the United
Kingdom remaining the principal outlet. 1t should be noted that under the
preferential régime for butter imports from New Zealand, the United Kingdom
has been authorized co import, under certain conditions, 83,000 tons in
1984, 81,000 tons in 1985 and 79,000 tons in 1986. Among other major
outlets one may mention USSR, Iran and Iraq. It should be noted that
because of the increase in stocks the United States has been exporting
butter since 1981. 1In 198! and 1982, the United States exported 54,000 and
68,000 tons of butter respectively, mainly to New Zealand and Poland.

These exports were carried out under contracts for 100,000 tons in the case
of New Zealand, and for 30,000 tons in the case of Poland, signed in 1981.
Exports in 1983 totalled 37,000 tons, the principal destinations being
Poland and Egypt.

59. Among other butter exporters, Finland's deliveries increased very
substantially in 1983 to reach 26,600 tons, as against 8,000 tons in 1982,
the principal destination being tihe USSR which imported 12,700 tons of
butter under trade agreements signed between the two countries. Exports
increased steeply in the first six months of 1984, Butter deliveries by
Sweden increased slightly in 1983 (by about 2.9 per cent) but then dropped

back in the first half of 1984. 1t will be recalled that Sweden has agreed

to sell certain quantities of butter to the USSR each year from 1982 to
1985. Australia's butter exports increased by 13.7 per cent in 1983 to the
level of 8,300 tons; thereafter they progressed very substantially in the
first six months of 1984, Exports from Hungary increased substantially in
1983 to reach 11,400 tons, i.e. 68 per cent above the 1982 level, the main
destinations being Lebanon and Iran. 1In the first half of 1984, however,
these exports declined very appreciably. Deliveries by Argentina, which
had been negligible in 1981, reached 5,000 tons in 1982 and 7,400 tons in
1983, in which year the main destinations were Morocco and tne USSR.
Deliveries by Norway doubled in 1983 to reach 7,300 tons, but dropped back
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in the first six months of 1984. Exports by Uruguay also increased very
substantially in 1983 and totalled 9,100 tons (3,800 tons in 1982), the
principal destinations being the USSR and Iran. In the first six months of
1984, however, exports were nil. Canada, which does not play a significant
role in the international butter trade, exported 4,100 tons in 1983, when
the principal destinations were Algeria and the USSR. In the first half ot
1984, exports were nil.

60. On the inmport side, imports of butter and anhydrous milk fat by the
developing countries, in particular the QOPEC countries, seemed to have
declined in 1983. In the USSR, the incvease by about 5 per cent in butter
output, and the tendency to prefer to import cheaper vegetable oils were
reflected in a pronnunced decline in imports of butter and anhydrous milk
fat in 1982. Thus, USSR imports of butter are believed to have totalled
some 150,000 tons in 1982, a decline by 65,000 tons from the level of 1981,
the principal supplying country being New Zealand. 1In 1983, however, and
nstwithstanding increased production, imports are believed to have risen to
around 203,000 tons, up 34 per cent in relation to 1932, the principal
suppliers being the EEC and New Zealand. Butter imports by the EEC
totalled 103,700 tons in 1983, the principal supplying country being

New Zealand. Butter imports by Switzerland dropped in 1983 to 11,900 tons
as against 15,300 tons imported in 1982; this decline coatinued in the
first half of 1984. Owing to increased domestic demand, Hungary had to
import 7,600 tons of butter in 1983 as against 2,700 tons in 1982, 1In
Japan, where no butter had been imported since 1978 apart from very small
quantities intended for speclal use, some 5,000 tons were imported in 1982
to stabilize prices on the domestic market. However, as a result,

inter alia, of increased domestic output, Japan imported only 2,000 tons of
butter in 1983. 1In the first six months of 1984, imports were nil.

61. As regards prospects, it should be mentioned that in July 1984 the
Commission of the European Communities announced a series of additional
measures to facilitate disposal of dairy products, in particular butter.
The Commission adopted two regulations - one concerning the speclal sale of
intervention butter for export to certain destinations, and the other the
sale at a fixed price of butter intended for export in the form of ghee.
The first regulation conce:ns the sale of intervention butter not less than
six months old for expori to certain specified destinations (Middle East,
Iran, USSR). With reswect to sales of butter for export in the form of
ghee, the regulation requires the ghee to be processed from butter at least
seventeen months old. The compulsory destinations are the same with the
exception of the USSR. These two measures are applicable as from

3 September 1984° . EEC exports in 1984 can be expected to exceed those in
1983. 1In the United States, butter exports are forecast at 50,000 tons in
1984, as against 34,000 tons in 1983. The expected increase in exports in
1984 corresponds to larger foreign donations under the Sectiorn 416
programme. Exports by Australia are likely to rise im 1984. On the import
side, it is difficult to know at present whether the USSR will take
advantage of special sales by the EEC or any other offers. 1If that were
not the case, 1t is estimated that USSR imports in 1984 could total 150,000

lSee note on page 10
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to 170,000 tons, as against 203,000 tons imported in 1983. In general,
there is considerable uncertainty regarding the future outlook for
international trade in dairy products. Uncertainty regarding the trend in
import demand from the USSR and ti:e East European countries is compounded
by the consequences of the cut in earnings of the oil-producing countries.
Demand for dairy products could improve somewhat, however, because of the
economic recovery. According to certain reports, import demand from the
develcning countries can be expected to revive progressively.
Availavilities are nevertheless likely to be well in excess of real demand
in 1984,

Consumption (see Table 15)

62. According to the figures in Table 15, apparent consumption of butter
seems to have remained relatively stable in 1983, Certain repcrts indicate
that world butter consumption grew during calendar year 1983 and could
continue to develop in 1984. It should be noted that many steps are being
taken to promote butter consumption, inter alia, in the EEC and the United
States. 1In 1981, apparent consumption appears to have increascd in the
United States, Canada, Poland, New Zealand, Austrias, Bulgaria, Sweden,
South Africa and Uruguay and to have remained relatively stable in Finland.
Apparent consmption appears to have decreased in the EEC, Switzerland,

Argentina and Japan.

63. 1In 1983, the EEC continued its butter consumption financing policy
with a view to reducing stocks. Since butter output is still in excess of
direct consumption requirements, measures are being taken to promote
consumption. Special sales of cut-price butter within the Community, such
as sales to ice-cream and cake manuiacturers and to non-profit-making
institutions and bodies, were continued and amounted to some 185,000 tons
in 1983 at a cost of approximately ECU 280 million. Moreover, a general
subsidy aimed at reducing the consumer price of butter is being applied in
four member States, involving a total quantity of some 333,000 tons in
1983. The cost of these measures 1s approximately ECU 150 million. The
sale of concentrated butter for cooking purposes has been re-introduced.
It is estimated that 34 per cent of total butter consumption was supported
by public measures in 1982, as against 31 per cent in 1981. Public
expenditure on butter comsumption programmes amounted to ECU 572.9 million
in 1982 as compared to ECU 409.2 million in 1981. 1In addition, a campaign
financed by funds from the co-responsibility levy is designed to expand
consumptioa of dairy products. Community assistance to the milk
distribution programme in schools has been expanded and now covers all the
memver States; it has been prolonged in principle for a five-year period
beginning in 1983/84. Efforts are being made in the EEC, in particular
through sales at reduced prices, to make vutterfat competitive with
vegetable fats. The preference given to the latter is believed to be due
either to great differences of price in relation to butter or to certain
eating habits. As regards measures to promote consumption, the Commission
intends to take the mecessary action to extend the existing aid scheme for
cake and ice-cream to confectionery products, table spreads and certain
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fish preserves, winich would 21low the disposal of an additional amount of
some 20,000 tons of butter. In addition, the Commission is giving further
conslderation to tche possibility of special end-of-year sales ("butter for
Christmas")., It is estimated that apparent consumption of butter declined
by about 2.1 per cent in 1983. In 1984, consumption is expected to
increase, in relation to the preceding year. According to certain
projections, consumption could remain stable in 1985.

64. In Switzerland, where a number of measures fuirly similar to those of
the EEC have been taken to promote butter consumption in the domestic
market, the prcduct is being sold at prices considerably below cost, with
the help of subsidies. In 1982, about 68 per cent of total butter
cousumption was covered by government support measures, and expenditure for
promoting butter totalled Sw F 200,401,000. Advertising campaiens have
also been launched to promote butter consumption. In addition, charges are
applied on imports of edible oils aud fats in order to help narrow the gap
between the price of buitter and of other fats. Domestic :onsumption of
butter is believed to have declined slightly in 1983 and is expected to
continue downward in 1984 too.

65. In Finland, where consumption of dairy products, particularly butter,
is high, the consumer price of butter s subsidized. Thi~ subsidv is
granted on all butter produced in dairies or on a farm. The price of
margarine is increased by a2 consumption tax in order to maintain a constant
racio between butter and margarine prices, but it is now plamned to modify
this ratio in favour of b.tter. After having remained stable in 1983
consuggcion € butter could decrease in 1984 by 3 per cent.

66. In Poland, buiter consumption which had been 7 kg. per capita in 1981
dropped ack in 1982 to the level of 6 kg. Consuuption recovered, howzaver,
in 1983. Any increase nevertheless depends on the rationing systen in
force.

67. In Austria, sales drives involving reduced butter prices ars
undertaken for social and economic reasons. lLikewise, the army and
hospitals can obtain butter a: reduc.d prices throughout the year.
Nevertheless, advertising campaigns to promote consumption, whether of
butter or of margarine, have resulted in only a meagre increase in
counsuaption of these products and there has been little variation in their
respctive shares.

68. In South Africa, consumption of butter has declimed steadily owing to
competition from margarine. Steps have been taken to foster butter
consumption, in the context of advertising campaigns to promote sales of
the product. In addivion, the retail price of butter is subsidized.
Butter consumption increased in 1983 and could show a further slight rise
in 1984,

69. In the United States, total domestic consumption of butter increased
in 1982 and 1983 after several years of decline. The reasons for that
earlier decline include competition between butter and margarire and
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competition between the various types of margarine depending on fat
content. In order to bring down surplus stocks, a number of butter
distribution programres have been launched. It is estimated that in fiscal
year 1983, domestic donations accounted for 127,000 tons, equivalent to
24 per cent of total domestic consumption, as against 59,000 tons, or

13 per cent of dcmestic consumption, in fiscal year 1982. Total domestic
consumption is forecast to remain unchanged in calendar year 1984 in
relation to 1983 zt the level of 545,000 tons. However, sal:s at normal
prices are expected to be up from 411,000 tons in 1983 to 420,000 tons in
1984; special sales are likely to be down from 134,000 tons in 1983 to
125,000 tons in 1984, reflecting a reduction in domestic donation
programmes. It shouvld be noted that commercial sales seem to have been
affected by special sales at reduced prices.

70. In Canada, apparent consumption of butter is believed to have
increased in 1983. An advertising campaign for butter has been launched in
1984. However, the margarine producers have also launched a publicity
drive in favour of their product. The effects of the measures introduced
to promote butter consumption cannot yet be seen. Apparent consumption of
butter is expected to remain relatively stable in 1984.

71. In New Zealand, a rise in butter prices and competition from table
margarine resulted in lower per capita consumption in 1982 than in 1981.
Nevertheless, this consumption, at around 12.6 kg. in 1982, remains high in
this country. Until recently, butter prices in New Zealand were much lower
than thuse of margarine. Following an increase in the retail price of
bitter, however, the two products are now being sold at the same price. 1Im
calendar year 1983, consumption of butter increased by 3.5 per cent imn
relation to 1982. Consumption has been assisted by a promotionai campaign
undertaken by the New Zealand Dairy Board and by the introduction of two
new butter products. In 1983/84, consumption dropped back slightly from
the 1982/83 level.

72. 1In Australia, per capita consumption of butter declined steadily in
the 1970s, while that of table margarine increased. Thus butter has
gradually been replaced by table margarine in the Australian market. The
reasons for this appear complex. Price may have played some part, but
consumer preference seems to have been the main factor. Numerous
advertising campaigns were undertaken in the 1970s to promote butter
consumption, but against tlese were the advertising programmes run by
margarine manufacturers. Total consumption of butter and butter oil in
1980/1981 amounted to only 63,700 tons, as compared with 117,000 tons in
1970/1971. The decline in hutter consumption seems to have levelled off,
however, and retail sales have stabilized at around 30 per cent of the
total table-spreads market, notwithstanding significant price increases
between 1979/1980 and 198:/82. This share of around 30 per cent is
believed tc have been maintained over the 1982/1983 season hecause of the
level of promotional support. In response to both stable domestic prices
and significantly increased promo..onal activity, total consumpition of
butter and anhydrous milk fat is estimated to have increased around 2 per
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cent in 1983/84 to 62,000 tons. The Australian Dairy Corporation is
endeavouring to promote consumption of these products within the context of
a decrease in overall fat consumption in Australia.

Stocks (see Table 16)

73. Aggregate stocks of butter in the EEC, North America and Oceania
(approximately 1,187,000 tons at 1 January 1984) were about 94 per cent
larger than one year earlier. It should be noted that over this period
stocks Increased very substantially in the EEC, and also rose in the

United States. It should be noted too, that stocks held by other
participants showed no uniform variation over the period considered. 7Tt is
estimated that by the end of 1984, stocks will again be larger than at the
beginning of the year.

74. At 1 July 1984, total stocks in the EEC, North America and Oceania
were at a level around 1,518,000 tons as against 996,000 tons one year
earlier, representing aun Increase by 52 per cent over the period
considered. 1In the EEC, public and private stocks of butter increased very
substantially, teaching 1,146,000 tons at 1 July 1984, as against

648,000 tons one year earliet. Thereafter they continued to increase to
some 1,253,000 tons at 13 September 1984, notwithstanding considerable
efforts to promote consumption, in particular through reduced-price sales.
It should be noted, however, that public stocks, at the level of

1,046,000 tons on 13 September 1984, have declined slightly (by 4,000 tors)
in relation to the situation at 30 Auvgust 1984. This downward treand 1is
expected to continue in the coming months, inter alia, because of declining
output. Private stocks, which totalled some 207,000 tons at

13 September 1984, are expected to be nil by spring 1985 because of the
fact that as from 16 September 1984 no further private storage contracts
may be concluded. As indicated earlier in this report, in July 1984 the
EEC approved a series of additional measures to facilitate disposal of
butter and those measures concerned both exports and the internal market.
In the United States, expansion of dairy products output, in combination
with slower increases in their commercial use, led the Government to
increase its purchases in 1983, As a result of meas.res taken to reduce
production, in combination with relatively stable consumption and increased
exports, in particular as food aid, it is nevertheless hoped that the level
of stocks will come down in the ccurse of 1984, Stocks of butter have
shown a decrease and at 1 July 1984 totalled 234,000 tons, as against
267,000 tons one year earlier. 1t is estimated that at the end of 1984
they could be down very substantially, as coupared to the beginning of the
year. In New Zealand, stocks have 1acreased very substantially and at

1 July 1984 totalled 75,000 tons, as compared to 21,000 tons at

1 July 1983. TIn Australia too, stocks have increased steeply, reaching
31,700 tons at 1 July 1984, as compared with 22,500 tons one year earlier.
Butter stocks in Canada at 1 July 1984 were below their level on

1 July 1983. However, following a probable recovery in production towards
the end of the year, stocks could show some increase. As noted in the
preceding paragraph, world stocks at the end of 1983 were much larger than
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at the beginning of the year. This increase seems largely attributable to
very rapid swelling of stocks in the EEC and an increase in United States
stocks. Concern is being felt over the effects on the world market
situation of the level of these stocks, and the problems of their disposal.

International prices

75. The minimum price of butter1 has been US$51,200 per metric ton f.o.b.
since 1 October 1981. Interaational prices of butter vary zccording to the
supplier, market and terms of sale. In general, they continued to weaken
in 1983 and early 1984 and at the end of the first quarter of 1984 were in
a bracket between US$1,500 and USS1,680 per ton. Some offers seem to have
been made at lower prices, however. During the second quarter of this
year, butter prices seem to have levelled off in the vicinity of US$1,540
to US$1,600 per ton f.o.b. Demand seems to have remained weak, however,
with fairly strong competition in regard to prices, and offers as well as
sales have been reported at prices between US$1,350 and US$1,550 per ton
f.o.b. This situation was attributable in particular to the level of
stocks and weakness of demand. In the third quarter of the current year,
prices weakened and are fluctuating within a considerably broader bracket.
In general, butter sales seem to be at prices in the vicinity of US$1,400
to USS1,450 per ton f.o.b. EEC specisal sales can be at lower prices but
not less than US$1,270 per ton f.o.b. 1In addition, prices close or even
equivalent to the minimum price have been noted for butter in bulk, in
particular salted butter. Competition will remain keen in coming months.

lSee table on page 2.
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Anhydrous Milk Fat

76. It should be noted that several participants do not keep separate
statistics on anhydrous milk fat. The figures are not identifiable and may
be included in the statistics on butter. Nevertheless, a few participants
have furnished separate statistics on this product.

Production (see Table 17)

77. 1In the EEC, output of anhydrous milk fat is estimated at 200,000 tons
in 1983, up 8.1 per cent from the previous year's level. In the first

six months of 1984, production continued to risec though more rapidly. Im
New Zealand, the second largest producer, output increased sharply im 1983
to reach 25,000 tons as against 5,400 tons in 1982, The increment in
production continued, more slowly, in the first half of 1984. 1In
Australia, output rose by 5%.2 per cent in 1983 to the level of 13,700
tons. Production in the first half of 1984 was 125 per cent above the
level in the corresponding period of 1283,

Trade (see Table 18)

78. 1In 1983, as in 1981 and 1982, the EEC and New Zealand were the world's
principal exporters of anhydrous milk fat. EEC exports, including food
aid, are believed to have totalled 121,000 tons in 1983, an increase by

4.3 per cent in relation to 1982. 1In the first six months of 1984, exports
are reported to have increased by 16.7 per cent to the level of

56,000 tons. Exports from New Zealand increased marginally (by about

0.6 per cent) in 1983 and reached 33,600 tons. A pronounced in-rease was
recorded in the first half of 1984.

Food aid

79. Under the 1983 food aid programme, the EEC made available to certain
developing countries and certain specialized bodies a quantity of butter or
butter o1l corresponding to 36,500 tons of butter oil, as against 45,000
tons in 1982. FEC iood-aid deliveries of butter oil totalled some 17,000
tons (butter equivalent) in 1983. The principal beneficiaries of the 1983
food aid programme were India, Bangladesh, Egypt and also the World Food
Program. The 1984 programme makes provision for 32,760 tons of butter oil.
The secretariat has no breakdown of this quantity by beneficiary countries
and international agencies. As regards the United States, butter

deliveries under Section 416 are planned to total 32,000 tons in fiscal
year 1984 (of which 30,000 to Poland), as against 605 tons in the preceding
fiscal year. In addition, butter shipments under PL 480 are estimated at
2,007 tons in fiscal year 1984, as against 13,593 tons in the preceding
fiscal year. Shipments of butter oil under Section 416 are expected to
remain stable in fiscal year 1984 (in the vicinity of 8,000 tons).
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Stocks

80. In New Zealand, stocks of anhydrous milk fat declined in 1983 and at

1 January 1984 totalled 8,000 tons, as against 12,000 tons one year
earlier. This decline continued duringz the first six months of this year
and at ] July 1984 stocks were at the level of 4,000 tons, i.e. 1,000 tons
less than one year earlier. In Australia, stocks at 1 January 1984 stood
at 1,400 tons as against 2,600 tons at 1 January 1983. On 1 July 1984 they
had declined to the level of 200 tons.

International prices

8l1. The minimum price for anhydrous milk fatl has been US$1,440 per metric
ton f.o.b. since 1 October 1981. International prices of anhydrous milk
fat were weakening st.adily in 1983 and early 1984 and at the end of the
first quarter of 1984 were fluctuating betweer US$1,700 and US$1,900 per
ton f.o.b. They seem to have stabilized in the second quarter at a level
between US$1,700 and US$1,800 per ton f.o.b. Some offers have,
nevertheless, been made at lower prices. In the third quarter, prices of
butter oil seem to have declined to fluctuate between US$1,650 and USS$1,750
per ton f.o.b. Sales have nevertheless been reported at a lower price
(US$1,550 per ton f.o.b.). For speclal sales of ghee by the EEC, prices
seem to have been between USS$1,480 and USS$1,490 per ton f.o.b. As regards
the outlook, it can be noted that prices of anhydrous milk fat which are
affected by the situation in the butter market are also sensitive to
competition from vegetable oils, prices of which have recently been
declining sharply.

lSee table on page 2.
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Cheese

Production (see Table 19)

82. 1In 1983, aggregate production of cheese by the countries and group of
countries listed in Table 19 increased by 3 per cent to a level around
7,575,000 tons. In 1983, world cheese output appears to have risen
slightly more slowly than in 1982, amounting to about 12,350,000 tons, or
approximately 2.5 per cent more than in 1982, when the production growth
rate had been 2.8 per cent. According to the figures in Table 19, cheese
production continued to rise in the first six months of 1984. 1In the EEC,
output in 1983 was rising steadily and is estimated to have reached
3,902,000 tons, an increase by 2.5 per cent in relation to 1982. 1In the
first half of 1984, production is believed to have continued to progress at
a more rapid rate. In the United States, despite the increment 1in stocks,
output increased by 5.1 per cent in 1983 and reached 2,165,000 tons.
Production continuca to develop in the first six months of 1944, though
much more slowly, by 0.9 per cent in relation to the corresponding period
of 1983. Total cheese production im Canada was 183,000 tons in 1983, an
increase by 7.7 per cent in relation to 1982. This uptrend continued in
the first six months of 1984. 1In New Zealand, cheese output dropped back
23.4 per cent in 1983 to the level cf 95,500 tons. This decline has been
attributed to competition in world markets for cheese. However, following
the upsurge in milk production in early 1984, cheese output increased by
53.1 per cent in the first six months of this year. In Australia, output
fell by 1.2 per cent in 1983 to the level of 158,300 tons. In 1983/84,
however, production increased slightly in relation to 1982/83. 1In
Argentina, production increased by 3.8 per cent in 1983 and reached

248,300 tons. Output in Bulgaria totalled 133,000 toms in 1983, up

12.3 per cent from the previous year's level, but declined by 12.9 per cent
in the first half of 1984. 1a Switzerland, production increased by 0.8 per
cent in 1983 to reach 125,900 tons. 1In the first quarter of 1984, however,
production declined somewhat. 1In Finland, output slipped back by 1.4 per
cent to 73,000 tons, and has increased in the first six months of 1984. 1In
Hungary, production increased by 3.7 per cent ir 1983 to reach 51,700 tons.
Production in Poland increased by il.6 per cent in 1983, reaching

114,300 tons, and the uptrend continued in the first half of 1984. 1In
Sweden, production increased slightly (by about 0.9 per cent) in 1983 and
reached 114,900 tons. The uptrend continued in the first half of 1984.
Cheese prcduction in Egypt totalled some 17,000 tons in the first six
months of 1983. According to certain reports, cheese production in the
USSR increased in 1983 for the second consecutive year.

83. It seems foreseeable that cheese output will increase in 1984 at the
same - or a faster - rate as in 1983. 1In the EEC, production could
iucrease by 3.2 per cent im 1984, as against 2.5 per cent in 1983.
According to certain projections, the growth rate of production could
thereafter increase by 1.2 per cent in 1985. Uniited States cheese output
is expected to decl. ie bocause of the reduction in wilk output. It is
estimated at 2,050,000 tons in 1984, as against 2,165,000 tons in 1983, In
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New Zealand, output in 1984 could be above the previous year's level.
Output in 1983/84 1s expected to show a slight increase over 1982/83. In
Australia, production could decline slightly in 1983/84. Productica in
Finland in 1984 is forecast to reach 74,200 tons, up 1,200 tons in relation
to 1983. 1In Sweden and in Switzerland, production in 1984 could continue
at the 1983 level. Cheese output in the USSR could continue to develop in
1984,

Trade (see Tables 20, 21 and 22)

84. According to the figures in Table 20, total cheese exports increased
marginally in 1983. Thus the international cheese trade, which on the
whole had continued active in 1982, tended to slow down in 1983. According
to the figures in Table 20, however, exports in the first six months of
1984 seemed to have been very appreciably above their level for the
corresponding period of 1983. The EEC, the largest cheese exporter in the
world, Increaced its deliveries by 5.3 per cent in 1983, the principal
destinations being Iran, the United States and Switzerland. Exports
continued to develop in the first half of 1984. Deliveries by New Zealand
increased by 5.2 per cent in 1983, the principal outlets being Japan, the
EEC and the United States. This trend became more pronounced in the first
six months of 1984, when exports surged by 42 per cent. New Zealand has
invoked Article 7:2 of the Protocol which stipulates that the provisions
regarding ohservance of the minimum price shall not apply to exports, in
exceptional circumstances, of small quantities of natural unprocessed
cheese which would be below normal export quality as a result of
deterioration or production faults. Exports under this parag aph at prices
below the minimum price totalled some 2,090 tons in 1983 and 2,170 tons in
1984. Australian exports declined by about 17 per cent in 1983, when the
principal destinations were Japan and countries of Western Asia. 1In the
first six months of 1984, these exports increased by 9.4 per cent.
Australia has invoked the provisions of Article 7:2 of the Protocol and
sold certain quantities of cheese under that derogation. Exports from
Switzerland declined marginally in 1983 and increased slightly in the first
half of 1984, Exports by Finland fell back by 5.9 per cent in 1983 but
rallied in the first six months of 1984. United States exports likewise
dropped back (by about 6 per cent) in 1983 but remained stable in the first
half of 1984. Exports by Bulgaria fell back by 16.4 per cent in 1983, but
increased substantially in the first six months of 1984, Austria's exports
declined by 5 per cent in 1983 and showed an increase in the first half of
1984, Deliveries by Poland were increasing in 1983 and the first six
months of 1984. 1In addition, it should be noted that in August and October
1983, Poland engaged in two transactions under the provisions of Article
7:2 of the Protocol, involving a total of 1,000 tons of cheese. According
to the figures in Table 20, exports by uther participants showed varying
trends in 1983 and the first half of 1984.

85. Cheese donations by the United States under PL 480 are forecast to be
in excess of 2,000 tons in fiscal year 1984, as against 9,924 tons in
fiscal year 1983. 1t is also estimated that donations of cheese under
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Section 416 will total 5,000 tons in fiscal year 1984 as against 3,377 tons
in fiscal year 1983. Accordingly, total food-aid shipments of cheese will
be smaller in fiscal year 1984 than in the preceding fiscal year. 1t
should be noted that Austria, Finland and Switzerland furnish certain
quantities of cheese as food aid.

86. On the import side, the United States purchased a total of 130,000
tons of cheese in 1983, or 6.6 per cent more than in 1982. The EEC,

New Zealand and Finland were the principal cheese exporters to the

United States. Cheese imports in the first six months of 1984 totalled
57,000 tons, as 1ln the corresponding perieod of 1983. EEC cheese imports
are believed to have increased in 1983 to a level close to 100,000 tonms,
the prircipal suppliers being Switzerland, Austria and New Zealand. These
imports included quantities of Cheddar cheese from Australia and New
Zealand in pursuance of an agreement concluded during the multilateral
trade negotiations. In the first half of 1984, EEC cheese imports seemed
to have increased by 13.5 per cent. Canada's cheese imports, which dropped
back 7.6 per cent in 1983, included purchases from the EEC in the amount of
some 11,300 tons, in pursuance of an agreement likewise concluded in the
context of the multilateral trade negotiations.

87. Among other cheese importers, Japan's purchases were down 4.1 per cent
in 1983 from the preceding year's level, the principal origins being

New Zealand, the EEC and Australia. 1In the first six months of 1984,
imports were 12.1 per cent above their level in the corresponding period of
1983. 1In Switzerland, imports rose by 1 per cent in 1983 to reach 20,900
tons; they totalled 10,100 tons in the first six months of 1984,
representing a decline by 1.9 per cent as compared with the corresponding
period of 1983. According to certain reports, cheese imports by developing
countries, which had practically come to a halt in 1983, seem to have
resumed in 1984,

88. As regards prospects, cheese exports by the United States (ineluding
food aid) couuld increase slightly in 1984. Exports by the EEC,

New Zealand, Switzerland, Australia and Finland could likewise progress.
In general, overall exports seem to be rising in 1984,

Consumption (see Table 23)

86. According to the figures in Table 23, apparent consumption of cheese
progressed in 1983, most participants having recorded an increase. This
trend seems to have continued in the first six months of 1984. World
consumption is believed to have continued to rise in 1983, but at a slower
rate than in 1982, i.e. approximately 1.9 per cent. Consumption of certain
ckeese varieties 1s nevertheless progressing satisfactorily. Aeccording to
certain reports, world cheese consumption can be expected to develop in
1984 at almost the same rate as in 1983, i.e. close to 2 per cent.

90. 1In recent years, cheese consumption in the EEC has been developing
steadily, inter alia, because of the great variety of cheeses now widely
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available. Nevertheless, apparent consumption appears to have progressed
more slowlv in 1983 than in 1982. 1In 1984, the growth rate should be
higher thau in 1983, and consumption is forecast to continue to progress in
1985. Among measures taken to encourage cheese consumption, the Community
1s pursuing a policy of promoting cheese consumption by school children.

In Argentina, Canada, Finland, Norway, Poland, Sweden and Switzerland
domestic consumption of cheese progressed in 1983. A further increase is
expected in 1984 in most of the countries mentioned. In the United States,
domestic consumption is reported to have increased by 3 per cent in 1983 to
2,186,000 tons. It should continue to rise at a more rapid rate and reach
2,315,000 tons in 1984. Domestic donations and commercial consumption are
expected to increase in 1984. In order to dispose of surplus stocks, a
number of cheese distribution programmes have been undertaken. It has been
estimated that in fiscal year 1983, domestic donations amounted to

293,000 tons of cheese as against 149,000 tons in fiscal year 1982, 1In
general domestic donations of dairy products, consisting largely of cheese,
are estimated to have amounted to 4 million tons of milk equivalent in 1983
as against 1.1 million tons in 1982. 1In Australia, cheese consumption
increased by 6.4 per cent in 1983 and continued to develop at a more rapid
rate in the first six months of 1984. Because of increased promotional
activities and relative stability of prices, the Australian market for
cheese is currently developing very strongly. Consumption is expected to
increase by 9.9 per cent in 1984/85. In New Zealand, cheese consumption
has been increasing steadily and rose by about 3 per cent in 1983. A very
active sales promotion drive has been launched to promote domestic
consumption of cheese still further.

Stocks (see Table 24)

91. At 1 July 1984, cheese stocks in most of the principal producing
countries were larger than a year before. The increase in aggregate cheese
stocks seems attributable mainly to the stocks held by the United States.
Thus, at 1 January 1984 United States stocks totalled 574,000 tons, an
increase by 19 per cent over | January 1983. At 1 July 1984, stocks
totalled 584,000 tons, as against 542,000 tons one year earlier. However,
as a result of measures taken to reduce production, increased commercial
utilization and extension of domestic donation programmes, total stocks
should decline in 1984 to reach 415,000 tons at the end of the year as
comparcd to 574,000 tons at the beginning of 1984. Such a trend could be
reflected in lower aggregate stocks at the end of 1984, the first

down trend in recent years. In New Zealand, stocks at 1 July 1984 totalled
38,000 tors, i.e. 9.5 per cent below their level one year earlier. Due
mainly to increased competition on certain markets, Australia's cheese
stocks have increased and totalled 81,600 tons at 1 July 1984 as against
70,100 tons at 1 July 1983. It should be noted that, in the context of
action under the Community regulations, the EEC Commission decided on

14 May 1984 to grant aid to private storage at the rate of ECU 2.32 per ton
and per eay for Emmenthal and Gruyére cheese taken inte storage during the
period 15 May to 30 September 1984. 1in making that decision, the
Commission took account, inter alia. of price trends and the increase in
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stocks of Emmenthal and Gruyére cheese. Similar aid has been granted in
respect of Pecorino Romano cheese taken into storage during the period

1 May to 15 November 1984 as well as Kefalotyri and Kasseri cheese taken
into storage during the period 15 May to 15 November 1984. In additiom, it
should be noted that the situation in the Cheddar cheese market is
characterized in the Community by high stocks and low price levels.

International prices

92. Singe 1 October 1981, the minimum price for cheeses covered by the
Protocol has been US51,000 per metric ton f.o.b. Cheese prices vary
considerably according to variety and market. International prices for
Cheddar cheese declined appreciably in 1983, Prices, which had been in a
bracket between US$1,200 and USS$1,500 per ton f.o.b. at the end of 1983,
were fluctuating between US$1,200 and USS$1,350 per ton f.o.b. toward the
end of the first quarter of 1984, Prices of Cheddar cheese seem to have
become more stable during the second quarter of 1984, at between US$1,150
and USS$1,300 per ton f.o.b., and to have remained relatively stable during
the third quarter, fluctuating between US$1,150 and US$1,250 per ton f.o.b.
toward the end of September. This slight decline is attributable to
appreciation of the United States dollar. Competition continues keen on
certain markets. Given the prospect cf a reduction in aggregate stocks,
however, there seems reason to expect some stabilization in cheese prices
in the coming months.

lSee table on page 2.
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Other Dairy Products

Whey in powder or block, or concentrated

93. Varying trends were recorded in output of whey in powder in 1983.
While output by the two main producers, the EEC and the United States,
continued to rise, it slowed down in most other countries, in particular
the other European countries. In the case of the EEC and the United
States, growing demand by the food industry and the utilization of whey in
certain compound animal feeds appear to be responsible for this increase.
In the case of ather countries, in particular European, the effects of the
reduction in cattle herd may be starting to be felt, given that the decline
in production of whey in powder seems to be moving in parallel with smaller
use of this product in animal feed.

94, No data are available regarding rroduction in the EEC, and it is
therefore not possible to quantify the increase. After having declined by
11.5 per cent in 1982, exports rallied and totalled 54,000 tcns, an
increase by 17.4 per cent.

95. Finland's output of whey in powder dropped to 20,000 tons in 1983, the
lowest level in the past five years, representing a decline by 13 per cent
in relation to 1982. The use of whey in powder for animal feed declined by
about 26 per cent, and Finland even exported 3,000 tons of this product, in
particular to the EEC. In Sweden, the down-turn in production of whey in
powder recorded in 1982 continued in 1983, in which year 7,000 tons were
produced, i.e. a decline by 14.6 per cent. Output of concentrated whey
increased by 3.9 per cent to the level of 29,600 tons. In Norway,
production of whey in powder dropped back from 2,300 tons in 1982 to

1,600 tons in 1983. Switzerland's output increased by 7.9 per cent to
reach 4,100 tons, while production by Austria slowed down, from 6,100 tons
in 1982 to 4,700 tons in 1983. In Hungary, the sharp decline in production
recorded in 1981 became still more pronounced in 1982 when the country
produced only 100 tons of whey in powder as compared with 1,500 tons in
1980,

96. In the United States, production of whey in powder progressed for the
third consecutive year in 1983, reaching 405,000 tons, an increase by

12,9 per cent. Canada's output of this product, which had declined by
about 3 per cent in 1981, when it amounted to 54,300 tons, seems to have
revived in 1982, a trend which apparenrtly intensifled in the first eight
months of 1983.

97. Australia's exports of preserved, concentrated or sweetened whey,
which amounted to 2,700 tons during 1981/82 season (30 June to 1 July),
showed a very substantial increase during the 1982/83 season, reaching the
level of 8,400 tons, but dropped back to 2,900 tons in 1983/84.

98. 1In 1983, Japan imported 14,900 tons of whey in powder or block, or
concentrated - an increase by 15.5 per cent in relation to the preceding
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year. Canada regained its place as leading supplier of the Japanese market
with 10,000 tons or 60 per cent of the market, while the United States,
which had been the principal supplier in 1982, exported nothing in 1983.

Concentrated milk

99. World production of condensed and evaporated milk in 1983 is estimated
at 4,676,000 tons, a decline by 2.3 per cent in relation to the preceding
year; this decline in production seems attributable to generally slacker
demand. According to certain indications, slacker demand, and a consequent
decline in production, seems to have continued in the first quarter of
1984. This trend is well illustrated by relatively substantial contraction
of deliveries by major exporting countries (EEC, Canada).

100. EEC production of concentrated milk in 1982 was 0.6 per cent above the
1981 level, and according to most recent data available reached

1,429,000 tons. In 1983, because cf contraction of international demand
(concentrated milk output in the Community being mainly intended for
export), production declined by about 8 per cent. Indeed, Cormunity
exports, which in 1983 represented 74 per cent of international trade, were
down by 13 per cent in 1983, reaching 522,000 tons. 1In 1984, output is
likely to show a 1.3 per cent increase, while no increment is expected for
1985 because of the increasing use of skimmed milk powder and butter oil
for the manufacture of recombined milk,

101. In Aust:ia, production of concentrated milk declined from 15,500 tonms
in 1982 to 14,800 tons in 1983. This decline seems contributable to
slacker consumption of this product. Production by Switzeriand reached
4,300 tons in 1982, Substantial reductions were recnrded in imports (by
about 40 per cent, i.e., 900 tons) and consumption (a,, roximately 15 to

20 per cent, 4,600 tons). 3wedish production of concentrated milk, which
had been rising steadily in recent years, dropped back bty 10.4 per cent in
1983 to 12,900 tons. This decline in production alsc seems to correspond
to weaker demand. In Hungary, output of concentrated milk, entirely for
tie domestic market, increased from 2,100 tons in 1981 to 2,200 tons in
1982,

102, In the United States, production of concentrated milk and canned
unsweetened milk declined in 1983 for the second consecutive year to the
level of 315,000 tons, i.e. 5.5 ver cent down. Exports also seem to have
declined to a level that could bz less than half of the 9,000 tons exported
in 1982.

103. In Canada, production of evaporated milk which had fallen sharply in
the 1981/82 year, recovered in 1982/83, in particular because of a
substantilal increase in domestic demand, and reached 177,9C0 tons.
However, a further decline in production was expected for 1983/64, und
output is forecast to be around 144,000 tons. The level of Canada's
exports confirms the slowdown in international demand. 1In 1982/83, Canada
exported 92,200 tons, a decline by 7 per cent in relation to the preceding
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year, and in 1983/84 exports are believed to have dropped back by a further
8 per cent or so, to the level of 84,800 tons. 1In the first six months of
calendar year 1984, Algeria took up about 74 per cent of Canada's exports
of evaporated whole milk. Libya and Nigeria were the two other principal
markets of destination. In 1984/85, evaporated milk production may be
influenced by the historically high levy rate applied to industrial milk.
In current circumstances, evaporated milk production may fall. The future
of exports is not certain, in view of the continuing weakness - and
increased competition - in the international dairy market.

104. In Australia, production of unsweetened condensed, concentrated and
evaporated milk totalled 17,222 tors in the period July-December 1983, up
1.7 per cent in relation to the corresponding period of 1982. During that
same pe.iod, output cf condensed, concentrated and evaporated skimmed milk
amounted to 10,914 tons, an increase by 6.6 per cent over the corresponding
period of 1982. Output of concentrated milk is belinved to have rallied in
New Zealand. 1In Japan, production which is entirely intended for the

dc nestic market declined by 6.8 per cent to the level of $9,000 tons. In
Aigentina, :*: upward trend recorded in 1982 in concentrated milk
production ¢ atinuved in 1983, in which year 7,700 tons were produced, i.e.
an increase by 24.2 per cent. Output continued to rise ir the early months
of 1984, Uruguay's production of "dulce de leche" totalled only 16,000
tons in 1983, 13.5 per cent less than in the previous year, and seems to
liave beern stable during the first half of 1984. In South Africa, output of
concentrated milk which had been declining for several years, fell back by
a further 7 per cent in 1983 to the level of 31,100 tons.

Casein

105. According to certain estimates, casein production in 1983 in the major
producing countries ccatinued the uptrend which had started in 1982,
reaching some 230,000 tons, i.e. an increase by nearly 20 per cent, The
increase in casein output 1s the result of weak international demand for
skimmed milk powder, larger quantities of liquid skimmed milk having bzen
converced into casein. Despite higher exports in 1983, supply of casein is
still to: high in relation to dcmand and stocks are believed to have
increased appreciably, resulting in some pressure on prices. Nevertheless,
casein production in the major producing countries is expected to decline
in 1984, with exports continuing at about the same level and having a
positive influence on the level of stocks and, consequently, prices.

106, In 1983, casein production in the EEC increased 18 per zent from the
previous year's level, reaching 124,000 tons. Community exports alsc
progressed and totalled 69,000 tons, an increase by 21 per cent. The
rroduction increase rate is expected to crop back - to around 6.8 per cent
in 1984 and 2.6 per cent in 1983,

107. According to certain sources, production by New Zealand, the second
largest world producer of casein, rose in 1983 to around 65,000 tons.
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Exports are believed to have remained relatively stable but may have
veakened somewnat Curiug the dairy year (June-July).

108. Australia's production totalled 12,780 tons in the period July 1983 to
March 1984, representing an increase by 16 per cent in relation to the
corresponding period of the preceding year. For the 1983/8% dairy year as
a whole, casein output is believed to have reached 13,300 tons and export
availabilities - 12,500 tons - were well in excess of disposal
possibilities, so that stocks are likely to show an increase. In
Argentina, casein preoductiun in 1983 was up by 14.6 per cont to the level
of 2,500 tons. This production increase was largely taien up by the
domestic market, since consumption increased by 70 per cent while exports
dropped back by about 42 per cent. Output declined in the first months of
1984. Tn Uruguay, ocutput increased very steeply in 1982, by 79 per cent,
to reach 4,300 tons. Nevertheless, this production increment (which had
perhaps been enccuraged by a steep rise in exports in 1982) did not find
sufficient immediate outlets, since exports dropped back 36 per cent to
1,700 tomns while doimestic consumption, notwithstanding a steep increase,
remained at the relatively modest level of 600 tons. In the first six
months of 1984, production and exports remained relatively stable in
relation to the same period of the preceding year, while consumption
increased appreciably.

109, The United States, the leading world consumer of casein, imported
72,000 tons of the product in 1983, down 10 per cent in relation to the
record level of 1982, United States imports of casein are forecast to
rally in 1984 and could reach 76,000 tons. 1In 1983, Japan's imports of
casein increased by 4.5 per cent to the level of 23,000 tons. New Zealand
and the EEC are traditionally the two major suppliers to the United States
and Japanese markets.

110. In Poland, casein production seems to have recovered in 1983 after
four years of steady decline. Exports also scem to have increased. Ninety
per cent of USER production is reported to be intended for domestic
consumption,
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The following symbols have been used with the following meanings in
the statistical tables: :

«es Mot availsble
= 0il or negligible
( ) provisional figure, subject to revision

NOTES

The statistical tables comprise no data other tham those furnished to
the secretariat in reply to the questionnaires regarding products covered
by the Protocols.

As the figures have been rounded, the annual totals may not correspond
exactly to the sum of the quarterly totals. Moreover, where the annual
totals have been revised, but not the quarterly figures, larger differences
may be noted. In such cases, the data are given in parentheses.

The definition of stocks may differ accordisg to the country or group
of countries considered. So far as possibl., the definition has been given
in the tables concerned.

The data shown in these tables in respect of consumption relate to
appareut consumption, 1.e.: stocks at beginning of period plus production
plus total imports minus total exports plus stocks at end of period. The
data on population, used for calculatin_ per capita consumption, are taken
from “Population and Vital Statistics Report - 1984 Special Supplement”,
published by UN in 1984.
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Breakdown of Regions of Destination

WESTERN EUROPE

European Economic Community: Belgium-Luxembourg, Denmark, France, Greece,
Federal kepublic of Germany, Ireland, Italy, Netharlands, United XIigdom.

Other countries of Western Europe: Austria, Finland, Gibraltar, Iceland,
Malta, Norway, Portugal, Spain, Sweden, Switzerland, Turkey, Yugoslavia,
other countries not listed.

EASTERN EUROPE

Albania, Bulgaria, Czechoslovakia, German Democratic Republic, Hungary,
Poland, Komania.

USSR

NORTH AMERICA

Canada, United States of America, other territories not listed.

SOUTH _AMERICA

Argentina, Bolivia, Brazil, Chile, Colombia, Ecuador, Guyana, Paraguay,
Peru, Suriname, Uruguay, Venezuela, other countries or territories not
listed.

CENTRAL AMERICA

Costa Rica, El1 Salvador, Guztemala, Honduras, Mexico, Nicaragua, Panama,
other countries or territories not listed. .

CARIBBEAN
Bahamas, Barbados, Cuba, Dominican Republic, Guadeloupe, Haiti, Jamaica,

Martinique, Netherlands Antilles, Trinidad and Tobago, other countries or
territories not listed.
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AFRICA
South Africa

Other countries of Africa: Algeria, Angola, Benin, Botswana, Burundi,
Cameroon, Cape Verde Islands, Central African Republic, Chad, Congo, Egypt,
Equatorial Guinea, Ethiopia, Gabon, Gambia, Ghana, Guinea, Guinea-Bissau,
Ivory Coast, Kenya, Lesotho, Liberia, Libyan Arab Jamahiriya, Madagascar,
Malawi, Mali, Mauritania, Mauritius, Morocco, Mozambique, Niger, Nigeria,
Reunion, Rwanda, Sao Tome and Principe, Senegal, Sierra Leone, Somalia,
Sudan, Swaziland, Togo, Tunisia, Uganda, United Republic of Tanzania, Upper
Volta, 2aire, Zambia, Zimbabwe, othe. countries or territories not listed.

SOUTH AND EAST ASIA

Japan

Other countries of South and East Asia: Afghanistan, Bangladesh, Brumei,
Burma, China, Democratic Kampuchea, Hong Kong, India, Indonesia,

Lao People's Democratic Republic, Macao, Malaysia, Maldives, North Korea,
Pakistan, Philippines, Republic of Korea, Singapore, Sri Lanka, Thailand,
Viet Nam, other countries or territories not listed.

WESTERN ASIA

Bahrain, Cyprus, Iran, Iraq, Israel, Jordan, Kuwait, Lebanon, Oman, Qatar,
Saudi Arabia, Syrian Arab Republic, United Arab Emirates, Yemen, other
countries or territories not listed.

GCEANIA

Australia, New Zealand

OTHER DESTINATIONS

All countries or territories not specified above.




