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European Communities on 22 June 1975

L5 the principal producer, principal importer and principal world exporter of
dairy products, the Community attaches very great importance to the negotiations in
- this sector which are due to begin now in this Sub-Group.
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The world market in dairy products is characterized by sudden surpluses and
critical shortages, and of all the agricultural sectors the sconomy of the dairy
products sector is among the most complex. It is both homogeneous, in that all its
products are derived from a sirigle basic product - milk, and highly diversified,
in that its derived products are infinitely varied. Starting from the basic product,
which practically ndver eppeers on the international market in thet form, the
producer makes his decisions not only in the light. of the various market opportunities,
but also in the light of the technical requirements of the products put on the market.
There is thus a close interdependence between the various products in the dairy
sector and a fairly broad scope for transfers of production and utilization from one
sector to enother, whence the necessity in our negotiations to cover all dairy
products. ’ ‘ '

Morcover, milk production is a ficld where it is impossible to adapt supply
to changes in demand immodiately. For while it would be quitc possible to adopt
production to a fall in demand by slaughtering dairy cettle, that would involve
o structurdl adoptation and it would theon be impossible to increase production
agein quickly. But even with a given number of heads of cattle, fluctuations in
production ‘can be substential and sometines disastrous in their offccts on the
world market, which is relatively nerrow in relation to total milk production. For
example, a variation in milk production in the BEEC of only 1 per cont - and a
variation of that kind cén result from just two or three weeks of pood or bad weather -
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means a variation of about 100,000 tons of powdéred_milk and some 35,000 tons

of butter. The narrowness of the international dairy products market is further
emphasized by the fact that nost countries have a very high self-sufficiency
ratio, due to the need to ensure fresh nilk suppliss. And it is probably this

necd which is responsible for the. genor&l adoption of support policies which, in

the deirvy ssctor, arce nore w1ceapreuc and rigid then enywhere else.

ani avcrv dairw product has 1tq own special characteristics. The world
narket in nut er and other butter fats is a parulcular.y narrow ohne because of
the linited nwiber of importing countries, at least 28 regards imports on strictly
cormercial terms. Moreover, it is subject to a nunber of constraints because it
is heavily dependent on food habits and especially on the relationship between
the price of butter and the price of other fate, v»nutablc or animal, Variations
in consumption can therafore lecd to uubstﬂﬂtlul varistions in the oupplv/dcmund
ratio, whercas stocking possidilities are linited by the cepacity and cost of the
necesszry installations and the res’cr:'.ctr—:'J vericd for vhich such products can be
pr&QGTVu‘ in goodl cond 1u’0n. . |

With regard to the market for powdered skimmed milk, 1ts chu¢dcterlst1c
foature is the cxistence of a poa31ac¢ub;c potential demand, though a strong
limiting factor 1s the price level. Where powdered skimmaed nllh 1s used as
animal feed, this linit resulis from thn canpetition of other ‘aninal feeding
stuffs with a bxgh protein corteﬂt Where it is us=d as a protein uuoolcment to
hunan food in the less-developed countries, it results from the limited Ifinancial
resources of the purchasers. Under these conditions, 2nd also because it is a
leas-processed pro¢ucu, the production of powdared milk is a less satisfactory
neans of valorisation of milk than the production of cheese or fresh products.

Unlike the two products mentioned above, the cheese marketl embraces a wide

vzrjét3 of'croﬂucts, even if some of them are fairly honogensous. The fzature.
of this market ~ aond it is currently being accentuated in alarming fashion - is
t x1s tpnce of protective btrrleru in their nost rigid foru, that of quotnz,

he ex
together with health measures. At the sane time, end 25 a consequence of this
excasaive protectioniserm, prlcc competition is bwconlnp a véry acutc problenm for
suppliers, while the imporiing countries are erccting additional barriers

deeigned to imposz strict limits on exports though exnorte“v are already facyd
with difficult market conditions and arc anxious to nmaintain -consunption at a
high a lovel =g possible,



