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Dear colleagues,

Thank you for the invitation to this important meeting.
The diary sector is indeed one of the most important economic sectors in Europe, in terms of employment, turnover and dynamics.
I. Some data and trends
As you know, the dairy market situation has deteriorated dramatically in mid-2008. 
This has triggered substantial unrest amongst dairy farmers and workers with many demonstrations.
Now the situation has been continuously improving in the second half of 2009 and the first half of 2010. 
In the EU, the main dairy commodities are priced well above intervention levels. We need fair and sustainable prices.
What is the global position and the outlook of this sector in the years to come?
The EU dairy industry can be characterised as innovative and a global player, but it is losing market share. 

According to an EU study on the competitiveness of the EU diary sector the competitive position is just below average, mainly due to the loss in world market share in combination with the CAP quota restrictions . 

The EU reacts to this development by specialising on cheese.

But also the improvement in labour productivity and the growth in value added compensated for the loss in market share. 

New Zealand performs well because of the high increase in world market share.

It is unlikely that this situation will change much in the future.  

Abolition of quotas would increase the volume of production as the sector is then less restricted in supplying of raw material. 

However, full liberalisation would make some dairy farming uncompetitive and the production volume would decrease.

Australia and New Zealand would profit most from liberalisation. 

Employment in the sector would fall with about 3%.

II. EU Political Challenges:

1.The Recommendations of the High Level Group Report on Milk

Last October the High Level Group on Milk was set up by the EU commission in the wake of last year's dairy crisis in order to improve the global cometitiveness. 
The Group recommends 
· the use of written contracts in the dairy supply chain and 
· to consider proposals to increase the collective bargaining power of dairy producers.
 
a further elaboration of the European Food Price Monitoring 
Tool.
The Group demands more transparency in the dairy supply chain and different options for "place of farming" labelling for dairy products.
EFFAT is in favour of mark of origin labelling. 
But we also need clear labelling of milk substitutes, giving consumers a free choice between original products or substitutes. 
Nutrition labelling is for the time being one of the most important items on the European agenda as the Commission came up with the proposal for a traffic light labelling system which we are totally opposing. 

The problem with this mechanism of categorising products by adding colours: red, yellow or green, is that it is stigmatizing food products and separating them into good or bad food. 
This is unacceptable for us! 
The European Parliament rejected the traffic light system (at the plenary session on 14-17 June), and adopted guidelines for daily amounts.

We won a battle but not yet the whole war.

It is up to the Council now to come up with a proposal in autumn.
Please help in Spain towards the Spanish government.
    2. CAP 2013
One of the biggest challenges coming up is the reform of the European Common Agricultural Policy (CAP  in 2013 
We want to play an important part in directing these reforms, just as we have done consistently in the past. 
At the General Assembly of the Agriculture sector in  Almeria EFFAT’ reinforced its position and put down our priorities. 
The reform of the CAP in the previous years has failed to prevent the destruction of hundreds of thousands of jobs in the agrofood sector. 

One of EFFAT’s most stringent demands is therefore about the need to link agricultural subsidies for farmers not only to the respect of the environmental standards but also to the compliance of social standards, such as health and safety at work and particularly to jobs. 
In future, decoupled agricultural subsidies should be linked not to changes in the number of hectares per farm but to changes in the number of workers per farm (farm owners and partners should be included as workers);

And farms whose industrial relations contravene basic European standards have to be excluded from CAP payments
No subsidies without jobs and corporate social responsibility!
Workers who have lost their jobs as a direct consequence of CAP reforms must get compensatory payments as well – compensation not only to employers, but also to workers. 

Moreover, we ask for boosting employment through:
-better coordination between the CAP and other European policies, especially European employment policy,
-sustainable and innovative jobs have to be particularly promoted by the Rural Development policy;
stronger support of grassland management that promote rural areas and protects the environment and combats climate change in the European Union..
And EFFAT is calling for:

-better promotion of regionally oriented rural dairies, which play a key role in keeping prices at an acceptable level and protecting against job losses in rural areas.
We have to protect and promote SME in this sector.

III. The challenges for the trade unions
The main innovators in the European dairy industry are the large dairy companies (e.g. Nestle, Arla, Danone, Müller, BSA Lactalis, Dairy Crest or Campina), and suppliers of ingredients (Danisco, Chr Hansen, DSM) and packaging (Tetra Pack) in Europe. 

The large firms have a share of over 60% in the industry's total turnover and employment and a share of over 50% in innovations. 

This implies that innovations are proportionally distributed over smaller and larger companies. 

Arla presented the highest number of innovations, Fonterra (New Zealand) ranks

number 2. 

In Germany, France, Italy, Spain and the United Kingdom

medium-sized companies still have altogether a substantial part of the market and they provide jobs.
Large companies have grown in the last couple of years and they tend to merge and acquire companies that do interesting innovations.

But mergers and acquisitions are also a response to the retailers’ pressure and purchasing power.,  

Latest examples are: Lactalis and Puelva Friesland Foods and Campina in 2008, Arla Foods with MD foods in 2009 with Arla becoming Europe’s largest dairy company. 

During this process a lot of jobs are at stake. This is a big challenge for us as trade unions when trying to obtain a social corporate responsibility attitude from these companies.
If we cannot prevent restructurings we have to prevent dissmissals and the companies have to offer new job opportunities.
Last year, several thousand of the 550,000 or so workers employed in the dairy industry within the European Union have lost their jobs.
The great market power of the large multiple retailers was a major contributory factor to the development of the crisis.

· Consequently, EFFAT is calling for a dairy policy that supports the necessary structural change in a socially acceptable manner. Farm concentrations should be limited to a certain maximum of 5% per annum.
· EFFAT is calling for a Europe-wide ban on the sale of milk and dairy produce at below producer prices.

· If we do not get new legal instruments to stop the abuse of the purchasing power of the retail sector we need at least a code of conduct as a first step. This was one of the recommendations of the HLG Agrofood. We really need to act now.
EFFAT deems it unacceptable that price cuts imposed by employers on the milk-processing industry via collective bargaining are being passed on to workers.
We are also witnessing the request of more and more flexibility of the workers.
· EFFAT understands the need for flexibility on the labour market but this need has to be jointly agreed with the social partners. The flexicurity concept, which is currently promoted in the EU, is an attractive concept but unfortunately, rather a theoretical one as up to now there is not enough convincing evidence of its efficiency for both employers and employees.
The Social dialogue on European level is very important.
The existence of the European social dialogue gives the trade unions a quasi-legislative power. EFFAT has social dialogue in agriculture and sugar sector but unfortunately not yet one in the diary industry with EDA or one for the agro-food with CIAA. 
There is though a great need for such dialogues because: 
-the dairy market lacks sufficiently available, motivated workforce; 
-the jobs need to be more attractive in a competing industry. 
- We have to better protect precarious worker and have to fight against precarious work. Precarious work is one of the reasons that productivity in Spain was decreasing in the past.

Therefore our EFFAT Congress has adopted a Charta against precarious work as one of our main working priorities.

Another problem is, that the diary sector competes with other sectors in terms of image and jobs attractiveness. 

Therefore it is necessary to offer better working conditions and ensure equal rights and treatment for all the workers.
- it is up to the employer to develop more and better employability skills of the workers. 
Training and lifelong learning at all levels has to improve qualifications and increase job opportunities. 
Overall, there is are lots of political and social chellanges in this sector.  The Lisbon Agenda in 2000 as well as the new Strategy 2020 demands to increase social cohesion, employability and life prospects across Europe as well as to create more and better jobs. 
Europe needs that, Spain needs that. 
And we have to take care jointly that it happens!
Thank you for your attention,

HW
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