Irish Dairy Board denies subsidies

In a letter written to the MPO this week, the Irish Dairy Board (IDB) denied paying direct export subsidies with regard to cheddar cheese. This letter was written in response to a complaint lodged by die MPO at the chairman of the IDB regarding imports in July that entered the country below international prices.  Six consignments of cheddar cheese were imported from Ireland at prices below the international price during July 2010. The MPO compares import prices with published international prices and the producer price for milk in the country of origin to determine whether imports were made at low prices. 
Ms Barbara Bieldt, manager market protection at the MPO, said they were not satisfied with the reply from the IDB and has already requested a meeting with the organisation’s representative in South Africa. The six consigments in question were imported at free on board prices ranging from R25.11 to R28.14 per kilogram which were lower than the comparable international price of R29.80 per kilogram. It is important to note that free on board prices do not include any freight and insurance costs or the taxes and othe payments levied by South African authorities. In order to arrive at the landed cost of the products an amount of between R12.00 and R15.00 per kilogram must be added to the free on board value.

Furthermore, according to the LTO Nederland the producer price for milk in Ireland was R2.82 per litre during June and July 2010. This is a clear indication that the prices at which the cheddar cheese concerned was exported are not in line with production costs. On average 10 litres of milk are required to produce one kilogram of cheese. Based on the producer price of milk during June and July the cost of milk alone to produce one kilogram of cheese amounted to R28.00 per kilogram.  
In 2004 provisional anti-dumping duties were imposed on cheddar cheese imported from Ireland after the International Trade Administration Commission found that the dumped imports were causing material injury to the South African dairy industry. During 2003 cheddar cheese were imported from Ireland at prices as low as R13.00 per kilogram. The producer price for milk in Ireland ranged between R2.60 and R2.80 during the same period. Imports of cheddar cheese from Ireland increased from 112 tons in 2002 to 1 444 tons in 2003. The import of cheddar cheese from Ireland at dumped prices resulted in, among others, a reduction in local selling prices of the product, a significant decline in sales of cheddar cheese and a reduction of 15 cents per litre of the producer price of milk. 

The MPO is monitoring the situation closely and should the discussions with local  IDB representatives not prove to be satisfactory, the MPO will again approach Itac for specific actions.
Ireland’s total milk production of 4.8 million litres in 2009 was about double that of  South Africa. The primary dairy industry consists of  about 20 000 milk producers with an average herd size ranging between 100 to 500 cows. The Irish dairy industry is internationally focussed and exports 80 per cent of it’s production. The secondary industry utilised 56% of  milk intake for the production of butter in 2009.   
