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NOTES ON DAIRY POLICIES 

The present note prepared by the secretariat intends to give an outline of the 
agricultural policy systems in respect of dairy products .and of the main elements 
of these policies in the countries.members of the Dairy Group and some selected 
countries. . The documentation used and other published material which may be rele
vant to the discussion is given in the Annex to this note. 

Australia 

Australian dairy production is protected by means of a government-sponsored 
stabilization arrangement in combination .with a voluntary price equalization scheme 
within the industry. 

A producer-controlled body, the Australian Dairy Produce Board, is the sole 
exporter of butter and cheese to the United.Kingdom, which takes 80-90 per cent of -
total Australian exports. Exports to other markets are carried out by private 
traders subject to terms and conditions laid down by the Board. 

Under the present stabilization arrangement, for the five years commencing 
1 July I962, there is no longer a price guaranteed by the Government, but the full 
responsibility for the domestic price policy is exercised by the industry. The 
Government subsidy has been fixed at £A13-5 million; this is in fact the same 
amount as was paid under the previous five-year stabilization schema. The subsidy 
applies to all factory production of butter and cheese and butterfat. products with 
a minimum of 40 per cent of butterfat content. 

The Commonwealth Dairy Produce Equalization Committoo Limited, which includes 
almost all manufacturers, operates a scheme whereby the amounts realized on the sale 
of butter and cheese at home and abroad are pooled, payment being made to factories 
at the average equalization rate fixed by the Committee. Commonwealth Government 
subsidies are also paid to factories through the Equalization Committee. Prom time 
to time the average equalization rates have included payments from the Stabilization 
Fund in order to bring the prices of butter ond cheese closer into line with each 
other. Under the provisions of the Dairying Act of 1962, the Government continues 
to underwrite the equalization values for butter and cheese, at a level reviewed 
before each season. The level of "40d..por pound of commercial butter equivalent, 
established in Ï962, has been retained" for the 196^/64 and 1964/65 Seasons. 

» 
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The Processed Milk Products Bounty Act of 1962 provides for a small export 
subsidy for these products to assist processors to compete against subsidized 
exports from other countries. The maximum total subsidy was set at £A350,000 for 
1962/63, and at £A500,000 for 1963/64, but was reduced to £A400,000 for 1964/65. 
The Government was to consider early in 1965 in the light of conditions then 
prevailing, whether the export bounty should be continued for a further period. 

The table below gives details of the average equalization rates, which repre
sent the average of home market and export prices, and the average subsidies paid to 
factories through the Equalization Committee. Bounty payments are now on a butter-
fat basis but for comparative purposes they have been converted in the table b^low 
to their approximate commercial butter and cheese equivalents by the application of 
factors of 1.2172 and 2.55 respectively. 

BUTTER CHEESE 
Years _____________^_________ 

Average Total 
equalization Subsidy return to 

rate factories 

1959 
i960 
1961 
1962 
1963 
1964a . 
1965a 

s. 

412 
417 
599 
598 
411 
411 
365 

d. 

11.1 
5-5 
8.3 
5.2 
6.2 
10.0 
2.0 

(Australian 

s. 

64 
63 
63 
62 
61 
61 
58 

d. 

10.9 
6.0 
11.3 
6.7 
6.0 
0.5 
0.7 

currency per 

s. 

477 
480 
468 
460 
473 
472 
423 

d. 

10.0 

11.5 
7.6 
11.9 
0.2 
10.5 
2.7 

cwt. ) 

s. 

277 
247 
256 
241 
242 
249 
217 

d. 

1.1 
10.7 
1.2 
2.7 
2.8 
4.0 
8.0 

s. 

29 
29 
2o 
24 
23 
23 
21 

d. 

7.5 
1.4 
5.6 
4.6 
4.0 
6.8 
8.0 

s. 

306 
277 
234 
265 
265 
272 
239 

d. 

8.6 
0.1 
6.8 
7.3 
6.8 
10.8 
4.0 

($ per metric ton) 

1959 
i960 
1961 
1962 

1963 
I964a 

1965a 

910.49 
920.50 
881.32 
878.54 
907.40 
908.09 
805.20 

143.13 
140.02 
152.01 

137.92* 
135.61 
134.59 
128.02 

1,053.62 
1,060.52 
1,033.33 
1,016.48 
1,043.01 
1,042.68 
933.22 

610.98 
546.60 
564.70 
531.90 
534.12 
549.77 
479.94 

65.31 
64.21 
62.78 
53.76 
51.44 
51.97 
47.78 

676.29 
610.80 
627.48 
585.67 
585.56 
601.74 
527.72 

Interim rates. 
Source; Commonwealth Economic Committee, Dairy Produce, 1964. 

3018 Average Total 
equalization Subsidy return to 

rate factories 
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The Commonwealth Government "Dairy Industry Extension Grant" was raised from 
£A250,000 to £A350,000 per annum for the five years commencing 1 July 1963. The 
grant is to the State Governments for the purpose of promoting improved farming 
practices in the dairying industry. 

The existence of large domestic surpluses of all dairy products leaves small 
scope for imports but some types of cheese are regularly imported. There are no 
import restrictions on any dairy products but most imports are subject to moderate 
tariff duties. Butter is subject to a specific duty of 7d. per pound plus a pri
mage of 10 per cent; cheese to a specific duty of 6d. per pound if of the 
Emmenthal type; otherwise 7d. per pound. 

Austria 

The aim of the Government subsidy on milk and dairy products is to guarantee 
farmers a price, for milk delivered, corresponding to production costs of an efficient 
enterprise in an area favourable to milk production. At the same time, the 
Government aims at maintaining stable consumer prices for these products. 

The Government sets producer and consumer prices for milk and the major dairy-
products, under the Law on Price Regulation or the Law on Market Regulation. (Most 
types of cheeses and certain liquid milk products such as cream are no longer 
covered by the price regulation law.) The fixed producer price for milk, including 
a subsidy of Schillings 0.50 (1.92 United States cents) per litre, was kept constant 
at Schillings I.90 (7.31 United States cents) per litre for a number of years. In 
May 1963, it was raised to Schillings 2.10 (8.08 United States cents) per litre. 
The present producer price is Schillings 2.30 (8.85 United States cents) per litre, 
including a subsidy of Schillings O.59 (2.27 United States cents). From 1966 
onwards, the subsidy is to be gradually reduced. 

The raising of the producer price in 1963, accompanied by a rise in labour 
costs and retail margins, were reflected in an increase in the consumer price of 
milk and other dairy products. 

Apart from the milk subsidy already referred to, the Government subsidizes the 
Dairy Production Board by covering its deficits incurred through sales promotion and 
administration costs, sales at reduced prices, equalization and transport costs, etc. 
The Government also makes payments to the Austrian Dairy Association Limited (OMOLK), 
from funds accrued by the State from an increase in the prices of fresh liquid milk, 
sour milk and cream, authorized by an amendment to the Market Regulation Law. This 
subsidy is used for sales promotion measures, including the promotion of exports 
of butter, clarified butter, whole-milk powder and mountain cheese as well as for the 
sale at reduced prices within the country of skimmed milk powder for animal feed. 
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Protection at the border consists of quantitative restrictions applied to all 
products except cheese, and a levy system. Under this system, imported milk 
products valued at less than the price of the corresponding domestic product are 
subject to an equalization levy. Under certain conditions the Dairy Board is 
empowered to replace the variable levies on milk powder and other processed milk, 
and cheese, by fixed levies not exceeding the respective tariff rates. Due to the 
operation of the import levy system, the existing tariff rates on a number of dairy 
products are not applied. 

Canada 

Under the Agricultural Stabilization Act, 1958, price support in Canada is 
mandatory for butter and Cheddar cheese at a level of not less than 80 per cent of 
the average market price of the preceding ten years. In addition, dried skimmed 
milk has been supported, but not on a regular basis. The support is effected by 
purchases made by the Agricultural Stabilization Board of products at the support 
price. The net costs of support programmes are carried by the Treasury. 

The effective support price of butter has remained at 64 cents per pound in 
recent years. In May 1962, the resale price of butter was lowered to 52 cents per 
pound. In May 1963, the purchase price was also reduced to 52 cents per pound, but 
the effective support level for butter was retained by introducing a compensatory 
payment equivalent to 14.5 cents per pound of butterfat, paid to producers of milk 
used for butter who do not supply any milk to the fluid market. From 1 May 1964 a 
small share of the support cost has been passed to the consumer by raising the 
selling price to 55 cents per pound, and thus reducing the compensatory payment to 
producers to 13.3 cents per pound of butterfat. At present, the Board purchases 
butter at 55 cents per pound. Compensation payments are made at 9 cents per pound 
of butter, so that total support is again 64 cents per pound. At the same time, 
returns to producers of manufacturing milk and cream are maintained at Can.$3.30 
per hundred pounds through deficiency payments, and a supplementary direct 
payment of 20 cents to producers is to raise the average price to Can.$3«50 per 
hundred pounds of milk. The deficiency payments are paid into a fund from which, 
in the first instance, export losses are covered. The direct payments are based 
on 1964 deliveries on a regressive scale and are limited to producers who sold 
at least 10,000 pounds of milk. None of these payments are available to producers 
who sell any of their milk for fluid consumption. 

The basic support price for Cheddar cheese has remained at the level set in 
May 1962, of 32^ cents per pound. The payment to the producer, of 30 cents per 
100 pounds of milk in 1963/64 (equivalent to 3.3 cents per pound' of cheese) used in 
the manufacture of Cheddar has been replaced as from May 1964 by a premium of 
3.6 cents per pound to be paid for First Grade Cheddar only. 
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Skimmed milk powder was subject to a support programme from March 1957 to 
September 1959; the last of the stocks accumulated under the programme were sold 
in 1965/6^. Since 1962 the Government has been authorizing the Agricultural Products 
Board to purchase varying quantities of skimmed milk. This action serves to 
stabilize the market; the skimmed milk so purchased is at times donated or resold 
abroad. 

The marketing of whole milk to the consumer is controlled by the Milk Control 
Board in each province except Newfoundland. The Boards exercise discretionary 
powers in establishing maximum, minimum, or fixed prices at which milk may be sold 
to consumers. 

Denmark 

While home market price schemes based on legislation exist in Denmark for a 
number of agricultural products, they do not apply to milk and dairy products. For 
these, a Home Market Scheme for Milk and Dairy Products was established by voluntary 
agreement among Danish dairies. The Government does not intervene in the operation 
of the Scheme, apart from supervising home market prices through the monopoly control 
authorities. The prices, which are maintained irrespective of changes on the inter
national market, were set at Kr.7 ($1.01) per kilogramme of butter (and at 
corresponding levels for liquid milk and other dairy products) when the Scheme came 
into operation in I96I. This represented an increase of 1 kroner ($0.14) per 
kilogramme of butter on the level under the previous scheme; some further rises 
followed and, since October 1964, the price has been Kr.8.50 ($1.23)• 

Under the Scheme, home market prices are maintained by levies charged on 
domestic sales. The levies are calculated weekly, as the difference between the 
established home market price and average export prices, and are applied on the 
basis of butterfat content of the products concerned. The proceeds from the levies 
are distributed to producers in the form of a bonus on the whole of. their production 
offered for sale (domestically or for export). 

Apart from the Home Market Price Scheme, certain cash subsidies are granted to 
agriculture. Under the Agricultural Rationalization Fund (prolonged in 1963 up to 
June I965) subsidies are payable, in particular, according to cow holdings. Thus 
in 1963, payments of Kr.47 ($6.80) per cow totalled Rr.67.8 million ($9-82 million), 
and in 1964 at Kr.53 ($7.67) per cow, Kr.73.1 million ($10.58 million). A subsidy 
according to the land value of agricultural holdings is also paid from this Fund. 
The dairy sector benefits indirectly also from the General Purposes Fund. A total 
of Kr.20 million ($2.9 million) was transferred from the Treasury to a Dairy 
Rationalization Fund in fiscal year 1964/65, to be expended by 31 March 1970. Up 
to 1 January 1965, Kr.7.4 million ($1.07 million) were used, mainly for the 
amalgamation of holdings into larger units. A subsidy is also granted to reduce the 
price of fertilizers. 
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In the framework of the Danish Grain Marketing Scheme provisions exist for the 
levying of equalization charges on imports of skimmed milk powder in such amounts 
as to bring the price of the imported product up to a certain level (Kr.l45 per 
100 kg., including the levy, for 1964/65). Proceeds from the equalization charge 
are used to reduce the price of domestic skimmed milk powder for feeding purposes, 
but because of high world market prices no charge has been levied since April 1964. 
As from August 1965 the price of the imported skimmed milk powder was increased 
from Kr.l45 ($21.00) to Kr.170 ($24.6l) per 100 kg. The levy is now subject to a 
minimum of Kr.20 ($2.90) per 100 kg. Imports of skimmed milk powder are at present 
subject to quantitative restrictions, under a general open licensing system. 

Imports of dairy products are subject to tariffs or to quantitative restric
tions. Cheese is subject to a duty of 10 per cent, milk powder not for animal 
feeding, to a duty of 20 per cent. 

European Economic Community 

The provisions of the Council Regulation No. 13/64/CEE on milk and dairy-
products aim at the progressive establishment of a common organization of the dairy 
market which is to be fully effective by the end of the transitional period at the 
latest, i.e. jjl December 1969. The market organization is based on a system of 
variable import levies, a price system and a system of interventions. These three 
systems are closely linked. The Regulation entered into force on 28 February 1964; 
the systems of interventions and trade which make the Regulation fully operative 
entered into effect on 1 November 1964. The price system and the intervention 
system apply to all products; the trade régime, however, in its present form, does 
not apply to fresh milk and cream (item 04.01), which products are to be governed 
by separate regulations yet to be drawn up. 

The common market organization covers milk and cream, fresh, preserved, con
centrated or sweetened, butter, cheese and curd, lactose and syrup of lactose, and 
furthermore, compound feeding preparations containing milk products, which are not 
covered by the regulation on cereals. 

The import levy is designed to offset differences in prices between the 
importing member State and exporting countries. The import levy for each product 
is based on the difference between the threshold price and the determined import 
price free-at-frontier of the importing member State. In determining the levy-
account is taken of the incidence of domestic import taxes. Because of the practi
cal difficulties in establishing a threshold and a free-at-frontier price for each 
product, these were grouped into thirteen groups, each consisting of a representa
tive pilot product and a number of products with similar characteristics. The levy 
is determined for each pilot product; the same or a derived levy is then applied 
to the other products in the group. Individual levies are determined for butter, 
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Cheddar cheese and Tilsit cheese,which do not belong to any of the thirteen groups. 
The threshold prices are determined on the basis of international market prices 
("reference prices") prevailing in the member States before entry into force of 
the Regulation. They are fixed annually, for the pilot products and for butter, 
Cheddar and Tilsit cheeses. 

As a rule, free-at-frentier prices are determined weekly. In respect of 
imports from third countries they are established on the basis of the most favour
able purchase possibilities in international trade. 

In order to safeguard their participation in world trade, member States are 
entitled, when exporting to third countries, to grant a refund which allows exports 
to take place at prices prevailing in international trade. 

In the framework of the price system the common target price will, at the 
single market stage, be the only price objective for the Community; it will be the 
production price of milk to be ensured for all producers in the Community in respect 
of their total milk production marketed during the dairy farming year. 

A detailed description of the system can be found in document CCM.il/l57 
prepared by the secretariat in connexion with the examination by Committee II of 
the common agricultural policy of the Eeuropean Economic Community, and reproduced 
in "Trade in Agricultural Products", GATT 1965. 

The table below gives threshold prices for butter (per 100 kg.) in individual 
member States for 1964/65 (November-March) and 1965/66. 

1964/65 1965/66 

National 
Currency 

10,363.00 

723.OO 

901.00 

101,225.00 

8,976.00 

515.39 

us$ 

207.26 

180.75 

182.50 

161.96 

179.52 

142.37 

Belgium 

Federal Republic 

Prance 

Italy 

Luxemburg 

Netherlands 

of Germany 

National 
Currency 

10,392.00 

723.00 

901.36 

101,225.00 

8,676.00a 

474.20 

US$ 

207.84 

180.75 

182.57 

I6I.96 

173.52 

130.99 

^ o m 11 November 1964: 8,146.00 (US$162.92) 
Prom 1 December 1964: 8,346.00 (US$166.92) 
From 1 January 1965: 8,546.00 (US$170.92) 
From 1 February 1965 until beginning of April: 8,676.00 (US$173.52) 

http://CCM.il/l57
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Finland 

As a result of a rapid growth in milk production, Finland became an exporter 
of dairy products about ten years ago, mainly of butter and Emmenthal-type cheese. 

Per caput consumption of dairy products is among the highest in the world. 
In 1963 consumption per caput was 289 kg. per annum of liquid milk, and 18.8 kg. 
of butter. 

Milk is the main single source of farmers' incomes of which it accounts for 
60 per cent. 

In the period September 1962-September 1965, the dairy sector was governed 
by the Law on Agricultural Price levels.1 This legislation restricted subsidy 
payments to a volume of production necessary to satisfy domestic consumption or 
to the equivalent of actual output in a base period, whichever is the greater. 
For milk the base is 1962/63. For milk produced above the quantity in the base 
year, producers received only the current world market price. 

A target price for milk was set annually, after consideration of movements in 
production costs. Average prices paid to producers on the basic quantity were to 
be kept, for the year as a whole, within 1 per cent of the target. To achieve 
this, controlled prices for milk, butter and cheese were established for the 
domestic market. 

In view of the unfavourable climatic and topographic conditions in northern 
Finland, the eastern frontier districts and the outer archipelago, regional 
subsidies were granted to dairy production in these areas. Thus a production 
subsidy was paid on milk, at levels varying according to district. In 1963 and 
1964 the range was from 6.00 to 0.40 markkas per 100 kgs. of milk. A subsidy was 
also paid to farmers per dairy cow, in the form of vouchers for the purchase of 
fertilizer etc., at reduced prices. Dairies in these regions also received a 
transportation subsidy. 

A consumer subsidy on butter was aimed at increasing domestic consumption. 
Originally at 2.30 markkas per kg. in early 1963, it was raised to 2.44 markkas 
in March 1963 and to 2.82 markkas in March 1964. 

Export dairies received a refund on dairy products sold abroad, so as to 
enable them to pay producers a price corresponding as closely as possible to the 
target price for milk. Both the consumer subsidy and the export subsidy were paid 
from the Agricultural Marketing Fund which was financed from the State budget and 
from the proceeds of import levies on concentrates and other agricultural products. 

"lie Law was due to expire at the latter date mentioned. 
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Imports of dried milk are admitted under a global quota; imports of other 
dairy products are subject to an individual licensing procedure from all sources. 

Japan 

A system of price support aiming at increased production and consumption of 
dairy products on the basis of stabilized prices is administered under the 
Livestock Products Price Stabilization Act. The Law applies to butter, sugared 
condensed milk and powdered skimmed milk; these three items account for the 
bulk of consumption of dairy products in the country. Under the provisions of 
the Law a scheme applying to the three products aims at stabilizing their domestic 
prices through establishing representative floor and ceiling prices. Market 
prices are maintained within the fixed limits by the Livestock Promotion Corporation. 
This is a Government agency which purchases the products when market prices fall 
below the floor prices and re-sells when they rise above the ceiling prices. The 
intention of these measured is to assure milk producers of stable returns for 
milk sold for processing. A Bill presently before the Japanese Parliament seeks 
to amend the existing Law. The purpose of the Bill is to guarantee stable prices 
to dairy producers through deficiency payments. A new Government agency would 
be created and entrusted with controlling imports. Quantitative restrictions 
would not be removed under the Bill, but no new restrictions are likely to be 
added. 

The bulk of imports of dairy products into Japan consist of skimmed powdered 
milk, lactose and natural cheese. Imports are subject to customs duties and to 
quantitative restrictions. Fresh milk, cream and milk casein are free of duty. 
Duties on other products are: lactose, 10 per cent; condensed milk, 25-30 per 
cent; powdered milk, 40-45 per cent; butter, 45 per cent; cheese, 35-45 per 
cent; the remaining products, 35 per cent. The tariffs on condensed milk and 
certain powdered milks are bound under the GATT, and the tariff for skimmed 
powdered milk for the school milk programme is bound at zero. Imports of fresh 
milk, cream of less than 13 per cent fat content, lactose and natural cheese, 
are liberalized. Imports of other dairy products are subject to quota restrictions. 

New Zealand 

The New Zealand industry is essentially an export industry; about 80 per 
cent of New Zealand's butter production and 93 Per cent of cheese production are 
exported. Annual exports of butter are between 170,000 and 180,000 tons. 
New Zealand is the world's largest exporter of butter and second largest exporter 
of cheese. 
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New Zealand has a guaranteed price arrangement for butter and cheese. The 
arrangement does not apply to other dairy products. Guaranteed prices are 
fixed each year by the Dairy Products Prices Authority which is an independent 
body comprised of industry and Government representatives under an independent 
chairman. The Authority in determining the price takes into account the 
necessity in the public interest of maintaining the stability and efficiency 
of the dairy industry; the amount which butter and cheese acquired by the Board 
is realizing, and market prospects for the season in respect of which prices for 
butter are required to be fixed; the state of the finances of the dairy industry, 
and any other matters deemed to be relevant. 

The Authority is required to consult the Government but its decisions are 
made independently. The legislation sets down, however, that changes in the 
purchase price shall not exceed 5 per cent in either direction from one year to 
the next; it also stipulates that, over a period, the dairy industry account 
must be self-balancing. The guaranteed price thus reflects the level of world 
prices; for 1964/65 it was set for butter at 33-9 pence per pound of butterfat. 

The return to cheese producers is based on the guaranteed price for butter, 
to which is added a differential payment. This differential, which varies from 
time to time, reflects certain cost differences, but mainly the value of the 
non-fat solids in the milk. It is at present at 6 pence per pound of butterfat, 
making the guaranteed price for cheese 59.9 pence per pound butterfat. 

The control of dairy products for export rests with the Dairy Production 
and Marketing Board composed of industry representatives and Government 
appointees with the former in the large majority. The Board is vested with the 
sole right of exporting dairy produce. It purchases all dairy produce for export, 
and negotiates with overseas buyers in respect of prices and quantities. 

The two tables below show the purchase prices of butter and cheese for 
export and the basis for calculating these prices. It should be noted that the 
"basic prices" are not strictly guaranteed prices to the butterfat producer but 
represent the prices which an efficient factory should be able to pay its 
suppliers on the basis of the fixed prices paid for butter and cheese. 
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?h.': S-'-.ruo.-Uire of Better Prices 

I96O-6I 196I-62 1962-63 1963-64 1964-65 

pence per lb. butterfat, N.Z. currency) 

Basic price at farm gatea 32.000 32.000 32.000 : 32.000 33.900 
Factory costs 4.100 4.060 4.020 3.960 3.860 
Total paid for butterfat 36.100 36.O6O 36.020 35.960 37.760 
Converted to price for butter 

(93-93è points) 29-7290b 29.6990e 29.663b 29.6l4b 3l.078d 

($ per metric ton butterfat) 

Basic price at farm gatea 823.06 823.06 823.06 823.06 871.93 
Factory costs 105.45 104.43 103.40 101.85 99.28 
Total paid for butterfat 928.51 927.49 926.46 924.91 971.21 
Converted to price for butter 

(93-93? points) 764.65 763.88 762.95 761.69 799-34 

a • b 
Subject to additional payments from Converted at over-run of 21.43 per cent. 
any surplus on trading. For 1963-64 -Converted at over-run of 21.42 per cent. 
1.50d. ($38.58 per ton) was paid out. Converted at over-run of 21.50 per cent. 

Tfru .Structure, of Cheese Prices 

1960-61 1961-62 1962-63 1963-64 1964-65 

(pence per lb. butterfat, N.Z. currency) 

Basic price at factory doora 38.000 38.000 37.000 37.000 39-900 
Factory costs 9-910 10.300 10.050 10.220 10.200 

47.910 48.300 47.050 47.220 50.100 
Less allowance for whey cream 1.880 I.91O 1-930 1-930 2.050 
Less adjustment13 0.260 0.260 0.260 0.260 0.260 
Total paid for butterfat 45.770 46.130 44.860 45.030 47.790 
Converted to price for cheese 

(92-92| points) 18.308e 18.452e 17.944e l8.084d 19.193d 

($ per metric ton butterfat) 

Basic price at factory doora 977-38 977-38 951-66 951.66 1,026.25 
Factory costs 254.89 264.92 258.49 262.86 262.35 

1,232.27 1,242.30 1,210.15 1,214.52 1,288.60 
Less allowance for whey cream 48.35 49.13 49.64 49.64 52.73 
Less adjustment13 6.69 6.69 6.69 6.69 6.69 
Totrl paid for butterfat 1,177.23 1,186.48 1,153.82 1,158.19 l,229.l8 
Converted to price for cheese 

(92-92! points) 470.89 474.60 461.53 465.13 493.66 

Subject to additional payments for any surplus on trading. For 1963-64 1.50d. 
b($38.58 per ton) was paid out. 
A quality differential adj-sJ;ment made to preserve the differential paid on butter
fat used for cheese over that used for butter. 
Yield 2.50. Sield 2.49. 

Source: Commonwealth Economic Committee, Dairy Produce, 1964. 
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The retail price of dairy products is kept below the guaranteed price 
equivalent, by means of consumer subsidies on butter and milk for direct consump
tion. 

Imports are.subject to a tariff. Most-favoured-nation rates are 10 per cent 
for butter; 10 per cent for Cheddar cheese; and 55 per cent for other kinds. 
Imports of butter and hard cheeses have been free of restriction for some years. 
The remaining restrictions, i.e. those on other cheeses, were removed in July 1965. 

Poland 

Ihe intention of the Polish Government is to control the agricultural market 
by the establishment of prices at a relatively low level, covering, however, costs 
of production. Approximately $0 per cent of agricultural products, including 
dairy products, are purchased by the Government at these established prices. All 
milk plants are members of the Association of Polish Dairy Co-operatives so that 
all milk sold from farms is bought by this Association. Deliveries amount to 
about 50 per cent of production. The Association has independent powers and, for' 
example, proposes producer prices to the governmental Central Price Office, 
regulates markets, determines production programmes, etc. The fixed prices for 
milk and dairy products are re-examined in the spring and autumn. In 196I the 
average producer price for milk for the year as a whole was 2.4 zlotys per litre. 
In September 1963 prices paid to milk producers were raised on the average by 
0.25 zlotys per litre. At the same time the Association of Dairy Co-operatives 
established separate producer prices for extra quality and second quality milk, 
at about 8 per cent above and 10 per cent below, respectively, the basic price 
which had been established with respect to first quality milk. As a result of the 
increase in the producer price of milk, retail prices of fresh milk, .cheese and 
milk drinks were raised by about 9 Per cent. The retail price of butter - for 
which, together with milk powder, a consumer subsidy exists - remained unchanged. 

Polish producers receive the same price for commodities for sale on the 
domestic market and for commodities for export. All exports of dairy products are 
handled through an independent governmental agency. 
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The primary aim of the Swedish agricultural policy is to guarantee to the 
agricultural population as a whole the same standard of living as enjoyed by other 
comparable social groups. Specifically, the aim is that in a normal year the 
average agricultural income of farmers with efficiently managed farms of between 
10-20 hectares of arable land equal that of industrial workers in rural or semi-
urban areas. 

Internallyj. there is a controlled.national.ex-dairy .price for. butter., while. _. 
maximum prices are fixed for milk, cream and cheese. The marketing of milk and 
dairy products is.controlled by the Swedish Dairy Association, a producers' 
co-operative organization. Under the supervision of the State Agricultural 
Marketing Board, this body operates a compensâtion..fund into.which are paid the 
levies and compensatory fees on imports of dairy products, part of the import 
levies on feedstuffs, and various internal charges, including fees levied on deli
veries of milk to dairies, fees imposed on sales by dairies of milk, cream, butter 
and cheese, and a manufacturing fee for cheese. 

The import levies referred to in the previous paragraph are an essential part 
of the Swedish system of agricultural support. A basic principle of the system 
is that support should be given through protection at the frontier by means of 
levies rather than quantitative restrictions] customs duties have been abolished. 
On dairy products, a fixed levy is imposed to cover the difference between 
domestic and import prices. No quantitative restrictions are applied as long as 
domestic prices move within a minimum and maximum price limit. The minimum and 
maximum price limits were fixed at 10-15 percent on-either'side of a "middle " 
price". The "middle prices" initially were estimated on the basis of the domestic 
wholesale prices for each commodity. 

Import levies are changed if the difference between the world market price 
index and the index for costs of production in Swedish agriculture (excluding 
labour costs) exceeds 3 per cent for three months in succession (the "3 per cent 
rule"). They may also be adjusted in accordance with changes in earnings of 
industrial workers as compared to agricultural returns (the "income rule"). 

In addition to the import levies, an equalization levy is charged on certain 
imported products, which corresponds to processing or marketing levies on similar 
domestic products. 

Apart from the protection at the frontier, dairy production is also 
supported by certain subsidies paid out of the State budget. A general price 
supplement, corresponding to a subsidy of jkA ore ($0.144) per kg. of butterfat is 
paid on all deliveries of milk to dairies. A price supplement varying with the 
quantities delivered (according to a regressive scale up to deliveries of 
23*750 kg. per year) is also paid. An extra price supplement is paid on deli
veries of milk in the northern regions. 
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No export subsidies are granted from the State budget. Export losses are 
reimbursed from the compensation fund administered by the Swedish Dairy 
Association, mentioned in an earlier paragraph. Under this compensatory system 
various dairy products have received export aid in the past. 

The table below shows the price limits and import levies for certain dairy 
products on 1 August 1964, together with comparable details for a year earlier. 

' 

Butter: 
October-March 
April-September 

Cheese, hard 
Skimmed milk powder 
Whole milk powder, 
35 per cent fat content 

Whole condensed milk 
Skimmed condensed milk 
Whole evaporated milk 

Butter : 
October-March 
April-September 

Cheese, hard 
Skimmed milk powder 
Whole milk powder, 
35 Per cent fat content 

Whole condensed milk 
Skimmed condensed milk 
Whole evaporated milk 

1963 

Price limits 

1964 

Levies i Price limits 

ore per 

576-701 
523-647 
491-602 

268-359 

398-544 
216-280 
155-214 
186-249 

U 

1,113-1,355 
1,011-1,251 
949-1,164 
518-694 

769-1,052 
418-541 
300-414 
360-481 

110 
110 
110 
190 

190 
94 
'94 
94 

S$ per 

213 
213 
213 
367 

367 
182 
182 
182 

kilogramme 

\ 

| 596-725 
j 541-670 

518-635 
! 297-398 

431-588 
1 233-301 
I 170-235 

202-271 

metric ton 

'1,152-1,401 
il,046-1,295 
ji,001-1,227 

574-769 

| 833-1,137 
450-582 

: 329-454 
| 390-524 

Levies 

95 
95 
102 
176 

176 
88 
88 
88 

184 
184 
197 
340 

340 
170 
170 
170 
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Switzerland 

The Swiss Federal Government establishes the guaranteed basic price for milk. 
This price is maintained by regulating imports of butter and milk powder and by 
the payment of subsidies on the disposal of dairy products. 

In the course of the last few jears the basic milk price per kg. was 
adjusted several times, as shown below: 

Swiss francs US$ 

1 January i960 0.43 0.100 

1 November I96I 0.45 0.104 

1 November I962 0.47 .0.109 

1 A pri1 1964 0.50 0.116 

1 June I965 0.51 0.118 

The Central Butter Office (BUTYRA) is responsible for meeting butter ; 

requirements. It is required to take up domestic butter which cannot freely find 
a purchaser, at a price corresponding to the guaranteed price for milk. It holds . 
a monopoly over imports and levies a charge on imported butter which serves together 
with other financial devices to bring down prices for domestic butter. 

The hard cheese market is regulated by the Cheese Trading Association which 
buys domestic output at prices calculated in relation to the basic price of milk 
and resells it through private tenders at the best price obtainable. 

The Federal Government meets expenditure relating to action to ensure the 
disposal of milk and dairy products, but part of this expenditure is charged to 
the producers. 

As a result, the price actually received by producers per kg. of milk was 
as follows: 

From 

I.II.I96O 
1. 5.1961 
I.II.I96I 
I.II.I962 
I.H.I963 
1. 4.1964 

To 

30. 4.1961 
3O.lO.i96l 
31 .-lo. 1962 
31.10.1963 
1. 3.1964 

31.10.1964 

Swiss francs 

0.42 
0.426 
0.444 
0.463 
0.469 
0.499 

m 
0.097 
0.099 
0.103 
0.107 
0.109 
0.116 

Governmental subsidies are granted for the valorization of butter, cheese and 
preserved milk products; and to producers in mountain districts. Subsidies 
relating to butter and designed to encourage sales on the domestic market include 
payments to compensate milk producers when increases in the base price of milk 

http://3O.lO.i96l
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are not entirely passed on to retail prices of butter; payments to butter 
centres to enable them to sell table butter without loss at the prices fixed by 
the Federal Council; payments to BUTYRA to enable cooking butter to be sold at 
reduced prices; payments by BUTYRA of a marginal supplement to the wholesale 
trade and of a supplement for distribution costs. A subsidy relating to cheese 
covers losses sustained by the Swiss Cheese Union. A subsidy with respect to 
preserved milk products is paid to suppliers of milk to industry if the rise 
in the base price of milk is not passed on to the price of preserved milk products. 

Imports of cheese are liberalized; imports of whole milk powder are subject 
to a system of conditional imports under which importers are required to purchase 
domestic milk powder pro rata to the imported quantities. 

United Kingdom 

The United Kingdom is self-sufficient in liquid milk, but is a large importer 
of milk products. It imports about 90 per cent of its butter, over 50 per cent 
of its cheese, over one third of milk powder, and about one half of its 
sterilized cream. It is virtually self-sufficient in fresh cream, and is a small 
net exporter of condensed milk. In terms of milk equivalent the United Kingdom 
imports 52 per cent of its milk and milk products requirements. 

Support is given to the dairy sector through a guarantee relative to liquid 
milk consumed as such; no support is given for milk produced for manufacture into 
milk products. The milk guarantee arrangements are implemented through five 
Milk Marketing Boards together covering the whole of the United Kingdom. All pro
ducers wishing to sell their milk must register with the Board in their area. 

A guaranteed price is determined at each Annual Review, relating to a standard 
quantity of liquid milk, representing the amount required to satisfy liquid milk 
requirements after allowing for a reserve to ensure that demand can be covered 
throughout the year. On milk in excess of the standard quantity the Boards receive 
only the price realized for milk for manufacture. A long-term assurance given to 
producers under the Agriculture Act stipulates that the guaranteed price may not 
be reduced by more than 4 per cent in any year or by more than 9 Per cent over a 
period of three years. 

The table below shows the level of the average guaranteed prices, standard 
quantities and average prices actually received by producers in recent years. The 
latter price results from pooling the returns from milk for liquid consumption 
and for manufacturing. 



Year 

(April/foarch) 

1959/60 
1960/61 
1961/62 
1962/63 
1963/64 

1964/65 

1959/60 
1960/61 
1961/62 
1962/63 
1963/64 
1964/65 

Guaranteed price 

d. per gallon 

37-70 
37.45 
38.25 
37.85 
38.35 
40.85 

$ per ton 

94.14 
93-52 
95.51 
94.52 
95.76 
102.01 

Standard quantity 

million gallons 

1,968.0 
1*987.5 
2,009.1 
2,033.7 
2,056.5 
2,095.0 

1,000 tons 

9,194 
9,286 
9,387 
9,501 
9,608 
9,788 
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Average producers' price 

d. per gallon 

35-5 
33.6 
33-4 
33.0 
34.5 
37-5 

$ per ton 

88.65 
83.90 
83,40 
82.40 
86.15 
93.64 

The guaranteed price for 1965/66 is 41.85 pence per gallon ($104.50 per ton). 

The Government prescribes the maximum retail prices for milk of various grades 
at levels such that, taking one year with another, the consumer meets the full 
cost of the guarantee to producers and the cost of distributing milk for liquid 
consumption. None of the cost of the guarantee is thus borne by the Exchequer. 

While there is neither a producer subsidy nor a general consumer subsidy, 
there exists a subsidy scheme for welfare milk for expectant mothers and children 
under school age, and a scheme for free milk in schools. In 1963/64 these schemes 
together cost £49 million ($137.2 million) and applied to about 271 million 
gallons (1.27 million tons) or about 17 per cent of total liquid milk sales. 

Imports of butter have been subject to import licensing and quotas since 
1 April I962. The system is aimed at protecting traditional suppliers, through 
individual country quotas. In the light of requirements, additional imports 
may be authorized. The table below shows the overall basic quotas and total 
authorizations (in metric tons) since the scheme came into operation. 

Year Basic quota Total authorizations 

1962/63 396,000 396,000 
1963/64 417,000 453,000 ••-• • •*" ' 
1964/65 427,000 477,000 
1965/66 427,000 466,000 
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Further authorizations may be granted for 1965/66 if the supply position and 
the price of butter warrant it. As from 10 July 1963, following discussion between 
EFTA countries and the agreement by countries with contractual rights to tariff 
preference on butter imported into the United Kingdom, the duty on imports of 
butter from all sources was suspended for the duration of the present quota system. , 

Imports of cheese and of fresh and sterilized cream are admitted under Open 
General Licence from any country other than those in the Eastern Area. Imports 
of milk, fresh, frozen, evaporated, condensed, dried or otherwise preserved may be 
made under Open General Licences from sterling area countries. Licences are 
required for imports from other areas. Licensing control is at present without 
effective restriction from the relaxation areaj imports from Eastern Area countries 
are limited by import quotas included in bilateral trade agreements-. 

Some indication of possible future trends of production and consumption is 
given in the National Economic Government Plan. Demand for milk and milk products 
in the United Kingdom can be expected to increase by about £35 million (c.i.f. at 
1964 prices) between 1964 and 1970. As regards production, the Plan quotes the 
views of the farmers' unions on the expansion which would be technically possible 
given the physical and financial resources required. With reference to milk, the 
farmers' unions submitted that, "To produce the extra calves required for beef 
production a substantial increase in the dairy herd will be required. With the 
improvements in dairy management a herd at June 1970 of some 3*560,000 head, or 
420,000 more than the level at June 1964 would be technically feasible. Following 
the trend of the past year or so, further improvements in yields per cow are also 
expected. Output of milk for human consumption could increase by some 470 million 
gallons, worth about £70 million". 

The Government considered these production possibilities against the back
ground of the industry's past performance and in the wider context of the economy 
as a whole, including the international commercial relations of the United Kingdom, 
and the physical and financial resources which might be required for such an 
expansion. The Plan does not set any definite production targets, because the 
rate of expansion of different products will depend on technical possibilities, on 
the development of international commercial relations, on the use of resources, 
and on the progress made in increasing productivity. 

United States 

The Agricultural Act of 1949, as amended, requires price support for milk aad 
butterfat to producers at such a level, between 75 per cent and 90 per cent of 
parity, as will assure an adequate supply. The Act specifies that such support 
be carried out by loans or purchases of milk and its products. 
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Price support levels for manufacturing milk and for butterfat are shown in 
the following table: 

SuDoort price (dollars') 

1961 1962 1963 1964 1965 

Butterfat per 

lb. .604 .572 .581 .580 .580 

Manufacturing 
milk per 3.40 3.11 3.14 3.15 3-24 
100 lbs. 

Support level as percentage 
11 1̂1 in 1̂ 11 • • ••!—•> M I M M M — an 1 mi • • •Win • mm*mm maTmmv 

of parity 

1961 1962 1963 1964 1965 

81 75 75 75 

83 

75 

75 75 75 75 

The table below shows the purchases made by the Government in carrying out 
the support programme in recent years. 

Marketing year 
beginning (Production 
1 April 

Deliveries to CCC Milk equiv. of deliveries 
Butter i Cheese Non-fat 

dry milk 
Quantity Percent.of 

milk prod. 

1960-61 
1961-62 
1962-63 
1963-64 

m.lb. 

122,865 

125,895 
125,4-70 
125,134 

m.lb. 

154.4 
434.9 
347.1 
291.I 

m.lb. m.lb. 

.2 i 837.2 
191.3 ; 1,275.* 
136.9 1,278.8 
121.8 922.8 

mvib. 

3,305 
11,180 

8,791 
7,482 

percent. 

2.7 
8.9 
7.0 
6.0 

The principal outlets for the utilization of Government-owned dairy products 
are donations for domestic and foreign school lunches and welfare uses. 

Apart from expenditure for dairy support programmes by the Commodity Credit 
Corporation, payments from public funds are made under the Special Milk Programme 
under which milk is distributed to schools and institutions, and the Payment in 
Kind Programme for exports. 

The support programmes are supplemented by a system of tariffs and quotas. 
Under Section 22 of the Agricultural Adjustment Act, as amended, import restric
tions are maintained on butter, cheese of certain types and varieties, dried milk 
products, butter oil and other articles, with certain exceptions, containing 
45 per cent or more butterfat. At the request of the United States imports of 
colby cheese are subject to voluntary restraints agreed to by principal exporters. 
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ANNEX 

List of Selected Background Material of Possible 
Interest to the Group on Dairy Products 

GATT 

Subsidies: -Notifications pursuant to Article XVI:lj L/1948 and Add. 

Notifications of changes in subsidy measures; L/2326 and Add. 

Consultations on agricultural policies: 

EEC: Text of the EEC regulation on dairy products; L/2245 

Description of the common agricultural policy in 
respect of dairy products; COM.11/137 

Report of Committee II; L/2389 

FAQ 

Means of adjustment of dairy supply and demand 

No. 37 Commodity Bulletin Series 

The report consists of an evaluation of the extent of possible 
disequilibrium in the world dairy market in 1965 and 1970. Projections 
are made for production, consumption and foreign trade. The major 
economic causes of the growing excess of dairy supply over demand are 
briefly examined. The report evaluates the measures adopted or proposed 
in various, advanced countries to balance supply with demand and their 
implications. The possible evolution of the dairy industry in developing 
countries is also briefly examined together with the possibilities of 
utilizing dairy surpluses in these countries. Statistics and graphs are 
included. 

National dairy policies of developed countries 

FAO Commodity Policy Studies No. 12 (i960) 

This study is brought up to date in annual reviews submitted to the 
FAO - Committee on Commodity Problems: 

Fifth Annual Review of National Dairy Policies 1963/64; CCP 64/10/1 

A Five-Year Review of National Dairy Policies; CCP 65/9/I 

COMMONWEALTH ECONOMIC COMMITTEE 

Dairy produce: an annual review of production trade, consumption and prices 
relating to milk and dairy products. 


