
From Government Regulation 
to the Open Market: 
A Study on the Effects  
of Regulation Change  
in the Dairy Industry  

in 
Australia, 
Ireland, 

and 
     Canada  

 

Christine Zwart and John F Devlin 
School of Environmental Design and Rural Development 

University of Guelph 
jdevlin@uoguelph.ca 

Canadian Rural Revitalization Foundation Annual Conference 2016 
Building Vibrant Rural Futures: Mobilizing Knowledge and Informing Policy 

 Guelph, Ontario 
13 October 2016 

 

 
 

mailto:jdevlin@uoguelph.ca


CETA and TPP suggest pressure for liberalization and 
deregulation of Canadian dairy will increase. 

How might deregulation of supply management in 
Canada affect the dairy industry? 

How has deregulation and trade liberalization 
affected the dairy industry in Australia? 

How has liberalization under the CAP affected the 
dairy industry in Ireland? 
 

What lessons do the Australian and Irish cases raise 
for Canadian dairy producers? 

 

The Context 
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Comparison of the dairy sectors: 2014-2015 
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Population 
(Size of domestic market for milk) 

Australia1 Ireland2 Canada 

24,239,700 4,757,976 36,328,500 

Sources:  Wikipedia 



Comparison of the dairy sectors: 2014-2015 
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Farmgate Milk Price  2015 
($US) 

 

Australia1 Ireland2 Canada3 

0.32 0.40 0.97 
Sources:  
1. Dairy Australia 2016 
2. White, 2015 
3. Dairy Farmers of Canada 2015 



 Reduction in the number of dairy farms.  
 Dairy farms 
 2000 = 12,896      
 2015 =    6,128     A decline of 52.5 % 

 (Dairy Australia, 2016b).     

The Australian Experience after 2000 
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 Reduction in the number of dairy cows.  
 1999/2000 =    2,171,000 
 2014/2015 =    1,740,000  

 (Dairy Australia, 2016b). 
  A decline of  19.8 %     

    
       

The Australian Experience 
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The Australian Experience 
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Milk production declined (10.3%) after 2000 but stabilized 



The Australian Experience 
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 The average decline in farmgate prices after deregulation for fluid 
milk was approximately 19 Australian cents per litre lower than it 
had been in the regulated economy (NCC, 2004).  

 We do not yet have the historical series since 2000 
 Here are the milk prices for the last 7 available years 
 Prices have been unstable 

Australian Farmgate Milk Prices :  Cents/Litre 

2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 

$Aus 42.4 37.3 43.2 42.0 40.2 51.2 48.5 

$USA 34.0 31.7 46.3 43.0 36.8 48.2 37.3 

Source: http://www.dairyaustralia.com.au/Markets-and-statistics/Prices/Farmgate-Prices.aspx 
               https://www.oanda.com/currency/converter/ 
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Volume decline (35.1%) but $ value increase 

The Australian Experience: Dairy Exports 
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 Decline in number of farms (52.5 %) 
 Decline in number of cows (19.8 %) 
 Decline in volume of milk production (10.3%) 
 Decline in volume of exports (35.1%) 
 Increase in $ value of exports (constant or current?) 

The Australian Experience after 2000 
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 The EU implemented a  milk quota system in 1984 to 
prevent milk surpluses (European Commission, 2015a; 
Giles, 2015).  

 Dairy quotas removed in 2014 across EU 
 In Ireland, the removal of dairy quotas was met with 

enthusiasm from much of the dairy community as dairy 
was far and above the most profitable agricultural sector 
in Ireland with an average farm income of $70,613 (USD) 
in 2013, whereas the national farm income averaged out 
at a mere $28,513 (USD) in the same year (Hanrahan et al., 
2014).  

The Irish experience is just beginning 
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 Many farmers took out loans in anticipation of the CAP 
removal in order to expand their operations. The average 
dairy farm in Ireland has borrowed around $69,500, and 
the total agricultural bank loans in the country are 
estimated to be around $3.86 billion (USD) in March of 
2015 (White, 2015).  

 BUT 
 Since April 2015 farmers have been disappointed with 

significantly lower milk prices than in previous years, with 
prices down from $0.40 (USD) a litre in 2014 (White, 2015) 
to $0.25 (USD) a litre in 2016 (AHDB, 2016).  
 

The Irish Experience 
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The general EU Experience is indicative 
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https://dairy.ahdb.org.uk/market-information/milk-prices-contracts/farmgate-prices/eu-
farmgate-milk-prices/#.V_46Jcmldhw 



The Irish Experience 
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Source: 
http://www.iri
shtimes.com/b
usiness/agribu
siness-and-
food/crashing-
milk-prices-
wipe-800m-
off-value-of-
irish-dairy-
sector-
1.2537058 



 Tracing the Australian pattern? 
 Fewer diary farms 
 Larger dairy farms 
 Perhaps increases in exports 

 BUT 
 Instability in export volumes 
 Instability in global prices 
 Increasing importance of other forms of agricultural 

income support, 
 Direct payments for environmental services 

What can be expected for Irish dairy? 
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Now thinking about Canada 
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Farmgate Milk Price  2015 
($US) 

 

Australia1 Ireland2 Canada3 

0.32 0.40 0.97 

Sources:  
1. Dairy Australia 2016 
2. White, 2015 
3. Dairy Farmers of Canada 2015 
 



 Probably a much deeper adjustment than in Australia or 
Ireland 
 Recognizing Canada’s production disadvantages = 

winter, shelter, feed 
 Sharp decline in milk prices  (0.97 -> 0.30) 
 Unstable prices 
 Probably high imports of cheaper milk from USA, New 

Zealand and Ireland 
 Low to no possibility for increased exports 
 Substantial decline in the number of dairy farms 
 Survival of some much larger dairy farms 
 Substantial decline of the dairy industry 

 

What would deregulation bring for Canadian 
dairy?   
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Thank You! 
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