Abolition of the EU milk quotas
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Impact of the elasticity coefficient (α)
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Elasticity coefficient

• More cows How to produce more milk ? (impact on crop rotation)

• To feed the animal to produce milk : increase of the forage area  A better income but…

Impact of milk quota abolition (on economic results)

• Income increases proportionally less than milk quantity :

• additional variable costs (dairy cows, concentrates)

• losses (cereal crop replaced by forage productions)  Some improvements are necessary The constraints to produce milk

• The most important constraint : the milk yield per cow 

•

  The feeding system and the forage production are linked • Rations are determined by nutritional requirement (Groen, 1988; Shalloo et al, 2004) • Surfaces (ha) and production quantity (kg) are dissociated  The crop yield depend on the nitrogen used (Godard et al, 2008) • …but the relation between nitrogen and yield is not linear • Several sources of nitrogen are considered : manure, slurry, chemical  The milk yield/cow is not constant (Peyraud, Faverdin, 2009) The farmer can produce in a range of 1000 litters below the cow genetic potential (1 liter of milk = 0.44 energy unit and 48 protein units) • Above the genetic potential, the milk yield is decreasing (1 liter of milk = 1.4 energy unit and 120 protein units) Abolition of the EU milk quotas and dairy farmers' The model integrates the risk aversion to price variations • The Utility Efficient Programming (UEP) method maximise the expected utility of the income…with a minimisation of its variability (Hardaker et al, 2004)  4 periods are taken into account • The seasonal specification of grass production (yield and composition, The main assumptions in our model • Base year 2007 (with full implementation of 2003 CAP reform) • Farmers have the possibility to increase the number of cows by 10% and +50% for the milk + young bull farm (substitute young bulls by cows) • Contract double volume / double price • Volume A : historic quota with a fixed price (280 €/ton) • Volume B : price lower and more variable α is the elasticity coefficient in order to avoid over production

Volume

  Agricultural area of West of France farms increased by 52% for the last 10 years while the quota per farm increased by only 28%

••

  Which milk price in volume A to assure 90% of the income • If apply a rule of 3 : 80% volume  90% income Milk price for volume A : 322€/ton for the four type of farming • Great difference if we run the model : • Grazier 355€/t : very rigid system, no possibility to develop other production with the free area • Semi-intensive 315€/t • Milk+Cereals and Milk+Young bulls 295€/t : those types of farming can develop cereal and beef production with the free lands 322€/t for all the type of farming : not possible to give different prices for pr o d uc t io n ( A +B) / h is t o r ic q uo t Without α the production potential is very important • Farmers try to saturate the production constraints (building for the semi-intensive and milk+cereals ; land for the grazier and the milk+young bulls farm) : the milk price is stable given any volume produced • The milk price cannot be constant with a great increase in volume The dairy farmers' behaviour face to new rules for the CAP • The substitutions between productions under price variations • The impact of different constraints on the farmers strategies  The end of the milk quotas : an important public decision • The distribution of the milk production between regions • The restructuring of farms and its environmental impact • The way to control the milk supply (from public regulation to private)

•

  Economic

  

of the agricultural production  Equilibrium price for volume B Grazier : 160 €/t Semi-intensive : 189 €/T Milk + cereals : 192 €/t milk + young bull : 196 €/t
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• Diversification

Volume B / Volume A (%)

• More milk per cow  with (a lot) more concentrate • Less young bulls and less home produced milk for calves
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way how farmers anticipate prices • Four types are not enough to represent the global diversity of systems Thanks for your attention Abolition of the EU milk quotas and dairy farmers' productive strategies 16-17 November 2009
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• The

ha SFP Chargement UGB/Ha SFP Pression azotée/ha SAU Herbager Semi-Intensif Lait+céréales Lait+JB Impact of milk quota abolition (on environmental indicators) • Intensification of the dairy production • Low impact on environment : increase of the forage area cows replace young bulls Very different working conditions • Semi-intensive and Milk+cereals: income increase proportionally less than the additional work •Additional cows and forage area • Grazier and Milk+young bull: more room of manoeuvre (milk yield and decrease of the nb of young bull)
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