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Introduction 
At the joint Concord/Danish Agriculture and Food Council ‘Trade, Development and Agriculture’ 
conference on 28 February 2012, the issue of the impact of EU skimmed milk powder (SMP) 
exports on dairy farmers in West Africa was raised, with Agriculture Minister Mette Gjerskov, 
expressing concern over any adverse effects which may arise for local African farmers as a result of 
EU exports. She suggested that if such adverse effects were occurring, then ways would need to be 
found to address them and invited NGOS to put forward concrete suggestions in this regard. 
 
Against this background this CONCORD brief seeks to explore more fully the policy basis for the 
expanded EU exports of SMP to West African which occurred in 2010-11 and the lessons which 
can be drawn from this experience in the elaboration of further CAP reforms and associated 
flanking measures, with the aim of eliminating the adverse effects of CAP policy measures on 
agricultural producers in African countries. 
 
The EU’s Expanding ‘Safety Net’ Policy Approach 
Part of the EC’s proposals for further reform of the CAP has focussed on how best to insulate EU 
farmers from the adverse production effects of price volatility. The EC argues that ‘the large 
number of uncertainties and risks surrounding market prospects ... highlight the need for an 
effective safety net as well as risk management instruments.’1  More specifically it is argued ‘the 
experience of the 2008-09 dairy crisis demonstrated … the need to maintain an effective safety-net 
mechanism’. 
 
Central to the EU’s ‘safety-net’ policy remains the system of direct aid payments, which provides ‘a 
cushion against income volatility’. This is supplemented by the use of a range of market 
stabilisation tools including: aid for private storage; intervention buying; disposal programmes; 
export refund support.  
 
It is felt that the use of these tools needs to be made more systematic, with their use being tailored 
to ‘the specific needs of each sector’. The aim of this refocused safety-net policy is to minimise the 
use of such policy tools ‘under normal market conditions’, while allowing ‘the EU to act faster and 
more efficiently’ where exceptional market conditions arise. 
 
To facilitate swift and effective action the EC has proposed the establishment of a €3.5 billion 
emergency reserve (2014-2020). Funds from this facility would be made available in response to 
‘exceptional circumstances’, and would finance the kind of emergency measures implemented in 
the dairy sector in 2009.  This facility reaches beyond the diary sector and would be open to any 
sector where exceptional market conditions threatened to undermine the production base (e.g. the 

                                                
1See ‘Common Agricultural Policy Towards 2020: Impact Assessment’, Commission Staff Working, Annex V SEC 
(2011) 1153, final/2, 20 October 2011  
http://ec.europa.eu/agriculture/analysis/perspec/cap-2020/impact-assessment/annex5_en.pdf 
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beef sector, when markets are disrupted by animal disease 
outbreaks and associated consumer scares). 
 
This is all well and good, since no government wants to see its production base undermined by price 
declines during an era of increased price volatility. However as the 2008-09 dairy crisis and its trade 
aftermath illustrates, the implementation of these policies can carry important external implications, 
with a certain level of ‘adjustment displacement’ occurring – that is to say the adjustments 
required to deal with price volatility are displaced to non-EU producers. 
 
This ‘adjustment displacement’ can on occasion disrupt the functioning of markets served by 
African agricultural producers. This in turn can undermine efforts to strengthen the functioning of 
specific supply chains, with a view to fully developing African agricultural potential. 
 
There were suggestions at the 28 February 2012 CONCORD Trade, Development and Agriculture 
conference that this is precisely what has been happening in the West African dairy sector as a 
result of the consequences of the implementation of EU ‘safety net’ measures in response to the 
2008-09 dairy crisis. 
 
The Experience of EU Dairy Sector Safety Net Interventions 
EU ‘safety net’ measures in response to low global dairy prices and the associated EU dairy crisis 
of 2008-09, saw a major expansion of EU intervention buying of skimmed milk powder (SMP). 
While the EU dairy sector management regime had established a ceiling on intervention buying of 
SMP of 109,000 tonnes, in response to the crisis this ceiling was abandoned and some 282,587 
tonnes of SMP were bought into intervention2.   
 
Subsequently the EC expanded the budget allocation for export refunds for SMP to prepare the 
basis for clearing EU SMP stocks. However, this expanded allocation was never fully taken up, 
since global prices subsequently recovered, allowing the EU to expand SMP exports without fully 
utilising the EU export refund budget. This is a feature of price volatility, for while prices go down, 
they subsequently recover, with the policy challenge being to sustain your producers during the 
down turn and equip them to effectively exploit the up-turn. 
 
What did occur was a major expansion of EU skimmed milk powder exports, which increased 64% 
in 2010 and a further 29% in 2011. According to the EC’s December 2011 ‘Prospects for 
Agricultural Markets and Income in the EU 2011-2020’, report a further increase in exports of 1% 
is expected. While export levels are then expected to fall back by an average of 12% in the 
following five years, export levels are still projected on average to be 80% above 2009 export 
volumes, with this rising to 89% over the 2018-20 period. 
Projected Trends in EU Skimmed Milk Powder Exports – ‘000 tonnes (2009-2020) 

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 

231 378 486 491 412 419 412 418 418 430 438 443 

Source: EC, ‘Prospects for Agricultural markets and Income in the EU 2011-2020’, December 2011 

                                                
2 See Agritrade article, ‘USDA review of EU dairy sector development’, 5 July 2011 
http://agritrade.cta.int/Agriculture/Commodities/Dairy/USDA-review-of-EU-dairy-sector-development 
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http://ec.europa.eu/agriculture/publi/caprep/prospects2011/fullrep_en.pdf 
 
A more detailed analysis carried out by CONCORD Denmark, subsequently showed that EU milk 
powder exports to Nigeria and Ghana increased 69% and 72% respectively. This was  above the 
increase in total EU exports of skimmed milk powder.  
 
Potentially this availability of increased volumes of Skimmed Milk Powder could disrupt 
developing supply relationships between local milk producers and local dairy processing 
companies, significantly reducing farm gate prices for milk. Indeed, a dedicated dairy sector 
workshop in West Africa in 2010 called not only for greater investment in developing the 
production and marketing of milk, but also for the regulation of the flow of milk powder and other 
dairy imports, in line with national milk sector development strategies. 
 
It is this type of external effect of the use of CAP policy tools that needs to be subject to careful 
monitoring and evaluation, with efforts being made to use existing EU policy tools (e.g. country 
and product specific export licensing arrangements) in ways that avoid adverse consequences for 
emerging ACP dairy farming sectors.  
 
In this context it should be noted that the EC already has the tools in place to minimise negative 
effects on ACP dairy sectors of the knock-on effects of the use of ‘safety net’ tools.  It simply needs 
to deploy these tools in a more sophisticated, development friendly, within a strong political 
commitment to operationalising its legal obligation to ensure policy coherence between its 
development objectives and the policies it pursues in other areas. 
 
Operationalising the Policy Commitment to Coherence: Establishing a Way Forward Within 
the CAP 
 
Such a strong political commitment is necessary since DG Agriculture officials routinely argue that 
unilateral action by the EU to promote such operational policy coherence between development 
objectives and CAP policy tools would harm EU export interests. It is maintained unilateral EU 
action would simply undermine the ability of EU companies to win supply contracts in third 
countries where they would be replaced by third country suppliers. As a consequence unilateral 
action by the EU would bring no real development benefits, while harming the commercial interests 
of EU exporters. 
 
To get beyond the conservative objections of DG Agriculture officials, dialogue with the affected 
African governments and representative stakeholder bodies is essential. African governments need 
to be supported in making full use of available agricultural trade policy tools to manage the effects 
of global price volatility on the production base.  The use of these tools however needs to take place 
in a transparent and accountable manner, as part of a coherent dairy sector development strategy. 
 
Given the experience of the EU in using trade policy tools to manage EU sugar, rice and poultry 
markets (to name only the most obvious), this potentially offers a major new area for  EU-ACP 
cooperation in support of sustainable patterns of agricultural development in Africa. 
 
The fact that the implementation of EU dairy sector ‘safety net’ measures gave rise to stocks which 
subsequently needed to be disposed of, was entirely predictable. That this would result in increased 
exports of SMP to West African markets could also have been foreseen, given past EU corporate 
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practices of falling back on West African markets as ‘markets of 
last resort’, whenever traditional trade flows are disrupted or accumulated stocks need to be 
disposed of. 
 
What is less clear is the precise trading relationships which gave rise to exports of SMP in ways 
which disrupt the functioning of local dairy supply chains. Getting a clearer understanding of this 
dimension is essential to targeted interventions to eliminate the adverse effects of EU exports of 
SMP, while allowing trade in SMP to continue, where this is integrated with coherent strategies for 
national and regional dairy sector development. 
 
This suggests a  need for action at two levels 
 

- the careful monitoring of export licence applications and trade flows of ‘sensitive’ 
products (such as skimmed milk powder) to ‘sensitive’ regions (such as West Africa), 
where concerns have already been expressed about the effects of this trade  on local 
agricultural producers; 

 
- the creation of trade flow monitoring programmes in affected countries in close 

association with affected stakeholder bodies, to monitor the actual impact of trade flows 
on the functioning of local supply chains, as part of coherent sector development 
strategies. 

 
It further suggestions a need for: 
 

- the establishment of an EU dialogue with governments committed to local dairy sector 
development, to focus on the use of appropriate mechanisms to  regulate trade in 
‘sensitive’ products (e.g. SMP) in ways consistent with existing dairy sector 
development strategies; 

 
- the establishment of an EU political commitment to adjusting the use of policy tools to 

prevent adverse effects of EU exports on the implementation of national and regional 
dairy sector development strategies; 

 
- the initiation of a dialogue on the experience of the elaboration and use of public policy 

tools to strengthen the functioning of dairy supply chains 
 
Significantly the establishment of an EU dialogue with the affected governments and stakeholders 
offers the opportunity for the promotion of greater coherence in dairy sector trade policies at 
national and regional levels in the countries concerned.  This would strengthen the effectiveness of 
the emerging policy framework by ensuring its application to all trading partners. This would also 
minimise the danger of EU companies losing out to third country suppliers as a result of the 
operational pursuit of greater policy coherence between development objectives and the application 
of CAP policy tools. 
 
 
 
 
  


