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butter, was partially offset by a direct subsidy of 11.81 euros per tonne of milk in 2004, 23.65 
euros per tonne in 2005 and 35.50 euros per tonne beginning in 2006 (European 
Commission, 2003, pp.2 and 6). 
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We can see that budgeted costs per tonne of milk produced are perfectly controlled and very 
low in New Zealand. This is not surprising because for all practical purposes New Zealand no 
longer has any support program for its agricultural sector.  On the other hand, even though 
Canada is the country where dairy producers’ income is the best protected, without high 
relative costs for consumers, budgeted costs have declined sharply with abolition of the direct 
producer subsidy, and have now stabilized at a level clearly lower than in the United States, 
the European Union and Australia. In the case of Australia, however, it should be noted that 
the increase in budgeted costs is recent and related to implementation of the reform.  This 
cost increase is covered by a consumption tax of 11 AUT/litre, scheduled to end in 2010. 
 
In the United States and the European Union, a new trend is emerging: the introduction of 
direct payments to offset declining support prices or market prices, which are related. These 
direct payments took effect in the European Union in 2004, and led to a sharp growth in the 
cost of the dairy policy, which had declined significantly between 1995 and 2002. Available 
data do not allow an understanding of the full effect of this new orientation since direct 
payments have tripled from 2004 to 2006. However, in the United States, budgeted costs, 
including export subsidies, have generally grown since 1996 and have been very volatile 
since 2000.  Based on the mechanics of the income support program, the support level since 
2001 varies in accordance with changes in farmgate prices which, as mentioned earlier, are 
highly unstable. 
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� to the supply of dairy products on the international market and, therefore, to 
imbalance on this market, which is mainly caused by export subsidies applied in other dairy 
economies. 
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Consequently, supply management in the dairy sector is a regulatory system that is still 
appropriate, at least in the Canadian context, and in the way it is applied by Canadian 
farmers. If abolishing supply management does not benefit producers or consumers, what 
would justify dismantling such a system? 
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