








15
Bundesverband Deutscher Milchviehhalter BDM e. V.  |  www. bdm-verband.de  |  As of: January 2019

Possible supervisory bodies:

• EU Commission

• EU Council

• EU Parliament

Possible advisory institutions:

• Scientific institutions (Wageningen, Thünen Institute, etc.)

• Co-operatively structured milk processing industry associations

Possible remit:

• MMO legislative instrument

• Source of market information for dairy farmers, politicians, etc.

• Defining the market parameters/marketplaces etc. to be used to represent the market situation

• Defining/deriving market action steps via algorithms

• Adjusting volumes in times of crisis

• Storage/removal, undertaking of warehousing + logistics

• Financial administration

• EU crisis fund 

• Collecting/invoicing market responsibility levy (MVL)

• Allocation management

• Compensation administration

• Supervisory body 

• Sanction body

National dairy farmers’ IO tasks:

In step 2, these are primarily represented by national branch offices at member state level, with the following tasks:

• See Federal Office for Agriculture and Food (BLE) remit

• Possible additional marketing initiatives, etc.

In step 3 (see explanations below), the remit of the national IO is expanded.

Timeframe: all the measures mentioned in step 2 are to be implemented in the medium term.
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Ref.	to	Step	3:	Develop	a	sustainable	dairy	market	system	for		
financially	viable	dairy	farming
In order to create genuine competition for raw milk, far-
reaching approaches must be considered that are a complete 
departure from the contractual arrangements established for 
decades between dairy farmers and/or their associations and 
the milk processing industry. At first glance, it might be argued 
that this vision is unrealistic and not expedient, but upon closer 
examination it becomes clear that in a drastically altered, liberal 
dairy market with multi-national firms and global dairy flows, 
change should not stop at milk marketing structures. Ever since 
Carl Petersen founded the Städtische Sammelmolkerei Oldenburg 
in 1875, the upside-down pricing system of co-operative dairies 
has remained virtually unchanged. In light of the ever-increasing 
challenges facing dairy farmers, a fundamental overhaul of milk 
marketing structures is long overdue. 

The BDM envisages that the dairy farmers’ IO should play a 
decisive role in a new, two-tier dairy market system. Together 
with all its affiliated milk producer groups, it will be the dairy 
industry‘s contractual partner when it comes to supplying it with 
raw milk and possibly also with primary products.  

An essential element of such a marketing strategy is the 
uncoupling of the direct contractual relationship between 
individual dairy farmers and dairies.  

Other requirements:

1. Uncoupling of capital and the obligation to supply1)  in the 
co-operative sector

A two-tier dairy market invalidates the bond between investors 
and milk suppliers. This bond is endorsed by the co-operative 
dairy industry, as it means a secure supply of raw milk, without 
having to make a special effort to find suppliers. In order to be 
able to create a raw milk market and make this efficient, the 
uncoupling of the two factors, capital and the obligation to supply 
milk, is required. 

2. Interest payments on co-operative equity investments

The uncoupling of capital and the obligation to supply does not 
mean abandoning the co-operative model. It would simply mean 
that the milk processing co-operative sector would be on equal 
terms with other sectors. For example, membership of a co-
operative purchasing group does not automatically mean that 
the member can only make purchases there. Dairy co-operatives 
can also meet their demand for raw milk by buying from non-
members, dairy merchants, etc.  Any dairy farmer could join a 
co-operative, whereby they would pay interest on their invested 
capital depending on their operating results. 

Functioning of a two-tier dairy market:

• The dairy farmers’ IO (DFIO) concludes contracts for the supply of milk to the processing industry, covering quantity, quality, 
price and the relevant duration.

• The necessary quantities of milk are procured via contracts with milk producer groups affiliated with the DFIO; direct 
contracts between the DFIO and dairy farmers are also conceivable.

• The DFIO organises the collection, inspection and possibly also the initial processing of raw milk via the DFAs.

• The DFIO could, if necessary, arrange to supply the dairy industry with appropriate processing products.

• The DFIO organises market equilibrium (seasonal adjustments, short-term market changes)

3) To date, in the German co-operative sector farmers are generally obliged to supply the milk they produce exclusively to their respective dairy.
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Functioning/structure of the national dairy farmers’ IO:

• Marketing is undertaken by independent dairy farmer retailer associations on behalf of the dairy farmers’ IO (DFIO).

• Members of the retailer associations automatically become members of the dairy farmers’ IO.

• Dairy farmers who are not members of retailer associations, but want to supply dairies directly, must also be bound by the 
marketing initiatives proposed by the DFIO (general liability, cf. chamber of commerce membership, social security, etc.).

• DFs have voting rights in the dairy farmers’ IO via their retailer/regional farmers’ associations, for the purpose of agreeing 
market initiatives.

Timeframe: all the measures mentioned in step 3 are to be implemented in the long term.
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Other important aspects for a sustainable dairy market

Further development of the CAP 2020

A major obstacle to the objectives formulated in the sector 
strategy is the target formalised in the preamble since the 
MacSharry reform: to „reduce agricultural prices“, thereby 
making the food industry competitive, and help agriculture 
adjust by providing them with direct payments.  This Common 
Agricultural Policy (CAP) focus on the objective of supplying the 
food industry with cheap raw ingredients must be revised and 
abandoned. An agricultural policy that does not ensure that food-
producing farmers can generate their main income from the sale 
of their produce is not sustainable.  The increasing dependence 
on taxpayers‘ money for almost 30 years until now, combined 
with the associated burgeoning bureaucracy, has increasingly 
led to a refusal by the younger generation to take over what are 
actually sustainable businesses.

In order to safeguard long-term agricultural farm funding, the 
BDM believes it is necessary to link this to specific services 
that farmers provide to society in the form of climate action 
and conservation measures. Above all, the social benefits of 
livestock businesses that can secure a great many jobs should be 
particularly rewarded when calculating agricultural funding – 
at least during the transition to a common market organisation 
which approves prices for agricultural produce that allow the 
sustainable economic development of livestock businesses. 

The specific definition of sustainability

The term „sustainability“ is interpreted in a very flexible way, 
as is the level at which sustainability has to start.  In the BDM‘s 
view, all production stages are required to engage with this issue 
and implement potential improvements. This applies both in the 
field and in the cowshed, but is usually associated with additional 
costs. Potential savings in the form of equipment or higher 
yields are often offset by investments in related technologies.  
In this regard, farmers are open to new technologies such as 
smart farming or precision farming, but these technologies are 

associated with high initial investments that must be affordable. 
Here too, it is clear that in future much more added value will be 
required from the sale of milk.

Above all, politicians are also required to create important 
framework conditions for the dairy market, by means of a 
sustainability-focussed agricultural policy. An agricultural policy 
that leads to increased animal feed imports into the EU from 
overseas markets, so that products can be cheaply exported, that 
does not permit cost-covering farm-gate prices and, all in all, that 
leads to nutrient surpluses with their associated environmental 
problems, at least in certain regions, is not sustainable.

Government support for even more animal welfare in dairy 
farming

Animal welfare depends on many factors, not just the type of 
husbandry system. One very important factor is the working 
time required to care for livestock, which must be expended 
by livestock farmers. Nonetheless, all-year-round tethering is a 
type of husbandry that urgently requires improvement, as it is 
increasingly becoming less socially acceptable, much like keeping 
sows exclusively in farrowing crates. The further development 
of animal welfare standards, be it towards combined solutions 
(outdoor yards, etc.) or free-range husbandry, involves enormous 
costs that are barely justifiable financially or not at all, due to 
often uncertain succession planning under the given economic 
conditions. Therefore, the money available to support investment 
should mainly be used to improve animal welfare.  Even 
more important for these businesses, however, is a financial 
perspective that allows the refinancing of improvement measures 
over manageable timeframes (e.g. 10 years). This too requires 
significantly higher market revenues.    
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Implementing	the	sector	strategy	2030	steps

When deciding which steps should be taken to shape the market 
in future, the BDM believes that dairy farmers should be included, 
via a ballot. This would ensure a genuine grass-roots democracy 
and opinion-making that is independent of the associations, as 
well as broader acceptance of the necessary changes. Association 
discussions about who represents the voices of farmers would 
then become obsolete. In order to deliver viable long-term 
solutions for dairy farmers, politicians and scientists should 
support this process and strategy involving unequally matched 
market players by appropriately balancing their interests, and 
deciding in favour of vital rural areas rather than the food industry 
in the event of potential conflicts of interest. The aim must be to 
once again make it financially viable for external successors to 
take over and continue to manage farms.

It is clear that the dairy sector needs more competition – not less. 
All those involved in the industry must therefore take action and 
support the changes. The BDM regards not embracing real change, 
but demanding public funds when existing structural problems 
are leading to market imbalances, as a „fully-comprehensive-
insurance-mentality“ that is harming dairy farmers.

The necessary changes must be made step by step, always keeping 
an eye on which objectives have to be achieved. 

An essential element of the BDM concept has already been 
installed, namely the MMO. Moreover parts of the BDM concept 
have already been applied, namely the reduction programme of 
the 2nd EU aid programme and the BMEL‘s national special dairy 
allowance.

Progress should continue to be gradual. Approaching a task 
positively and courageously, making improvements as required, is 
always better than specifically looking for weaknesses and using 
these as a pretext for initially failing to begin implementation at 
all. What have we got to lose? This sector strategy 2030 paper will 
also be continuously updated with new ideas and findings. The 
effort is well worthwhile!

Option in the case of escalation 
of the market crisis: binding 
reduction of 1–3 % per farm for 
a defined period.

The options of the BDM milk market crisis management concept
ANNEX:
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